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PLEASE STATE

OCCUPATION.

TESTIMONY OF KATIE C. MORGAN

FOR

THE OFFICE OF REGULATORY STAFF

DOCKET NO. 97-239-C

IN RE: UNIVERSAL SERVICE FUND

Lifeline/Link-up

YOUR NAME, BUSINESS

Page 1

ADDRESS AND

My name is Katie C. Morgan. My business address is 1441 Main Street, Suite 300,

Columbia, South Carolina 29201. I am employed by the State of South Carolina as

the Director of the Telecommunications, Transportation, Water and Wastewater

Division of the Office of Regulatory Staff.

PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND

EXPERIENCE.

I am a 1986 graduate of the College of Charleston where I earned a B.S. in

Mathematics and a B.A. in Political Science. In 1988, I earned a Master of Public

Administration Degree from the University of South Carolina. Also in 1988, I

joined the staff of Governor Carroll Campbell's office where I served as a grants

administrator before taking the position of program manager in the Govemor's

Energy Office in 1989. In 1992, I joined the newly created South Carolina State

Energy Office operating under the State Budget and Control Board. I was named

deputy director of the State Energy Office in 1994 with responsibilities for working

with investor owned gas and electric utilities on their integrated resource plans,

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
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demand side management activities for state and local government, and forecasting

energy use for the state. In 1996, I moved into the position of Assistant Executive

Director of the Budget and Control Board (Board). In this position, I was

responsible for various legislative initiatives and partnership programs sponsored

by the Board.

In 1998, I was named Deputy Director for the Office of Information Resources

with responsibilities for the financial management of the state's telephone system,

data network, and computer systems. I was also charged with the financial

responsibility for the state's K-12 School Technology Initiative. This program

used state funding to leverage monies available through the federal Universal

Service Fund to provide data connectivity to the state's schools and libraries. In

2000, the duties of the Office of Information Resources merged with the State's

Information Technology Planning organization and Information Technology

Management Office. In this new Board agency, I was Deputy Chief Information

Officer with responsibility for strategic planning, finance, statewide IT

procurement, billing, accounting, human resources, legislative initiatives, customer

relations and marketing. In July 2004, I left my position with the State CIO to join

the Office of Regulatory Staff.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

The purpose of my testimony is to modify and supplement information provided to

the Public Service Commission of South Carolina by the Office of Regulatory Staff

in its December 15, 2004 letter concerning the Lifeline and Link up programs.

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
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ARE YOUR FINDINGS CONTAINED

ACCOMPANYING EXHIBITS?

Yes, my testimony and the attached

recommendations.

Page 3

IN THIS TESTIMONY AND

exhibits detail my findings and

PLEASE EXPLAIN HOW YOU COMPILED INFORMATION FOR YOUR

TESTIMONY AND EXHIBITS.

Since submission of the letter to the Commission in December 2004, I have had

additional conversations with utility representatives, staff members of the

Department of Social Services, the Department of Health and Human Services, the

Budget and Control Board's Office of Research and Statistical Services, and the

Council on Aging. I have also examined additional information concerning the

April 29, 2004 FCC order pertaining to the increase of the federal Lifeline program

to 135% of the Federal Poverty Guidelines. From these discussions and readings, I

have learned more about 1) the current eligibility intake requirements and

processes, 2) the current process used by the telephone companies to verify

continuing eligibility of Lifeline recipients, 3) the outreach efforts by the telephone

companies and social services agencies to inform potential clients of the

availability of Lifeline, and 4) the impact the modifications to the current Lifeline

process may have on the telephone companies providing Lifeline.

PLEASE DESCRIBE YOUR UNDERSTANDING OF THE CURRENT

ELIGIBILITY INTAKE AND VERIFICATION PROCESSES.

My understanding of the current eligibility intake requirements and verification

process is based on a document provided by the South Carolina Telephone

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
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Association entitled "New Lifeline Eligibility Verification Procedure." This

document is attached as exhibit KCM-1. (It should be noted that this document

refers to the Budget and Control Board's Office of Research and Statistics as

"ORS." This should not be confused with the Office of Regulatory Staff.) This

process was developed through a collaborative effort between DSS, DHHS, the

Office of Research and Statistics, and the various Incumbent Local Exchange

Carriers (ILECs). All of the South Carolina ILECs, other than Chesnee Telephone,

PBT, Verizon, and West Carolina Telephone, currently use this process.

The Lifeline Eligibility Verification process involves two steps: application and

on-going verification. The first step requires the customer to complete a Lifeline

Authorization Form and submit it to DSS or DHHS for certification. Certification

is based on eligibility for Food Stamps, Temporary Assistance for Needy Families

(TANF), or Medicaid. If the customer applies at the telephone company, he or she

must make an additional trip to the DSS/DHHS office for certification. Once

DSS/DHHS certifies that the customer is eligible for one or more of the support

programs, the agency submits the certified application to the telephone company

for processing.

The second step is the on-going verification process. This process involves the

participating companies submitting electronic files of Lifeline participants to the

Office of Research and Statistics for comparison to DSS and DHHS client files.

Using the Office of Research and Statistics is an efficient way for the companies to

validate their information while protecting the customers pursuant to HIPAA

privacy requirements. It is my understanding that as of January 2005, all

THE OFFICE OF REGULATORY STAFF
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companies participating in the Lifeline Eligibility Verification Process are

submitting their data to the Office of Research and Statistics for validation.

PLEASE DISCUSS YOUR FINDINGS CONCERNING ELIGIBILITY

REQUIREMENTS FOR LIFELINE AND LINK-UP.

In Order No. 87-1343 which created the Link-up Program, the Commission

established participation in certain subsistence programs as the eligibility criteria

for receiving Link-up benefits. Subsequently, the Commission adopted these same

programs as eligibility criteria for the Lifeline program. These programs include

TANF, Food Stamps and Medicaid. Each of these programs has different, but

narrowly defined, income requirements as specified in the FCC rules and

regulations, 47 C.F.R. 54.409. (See Exhibit KCM-2). Eligibility for Food Stamps

is 130% of the Federal Poverty Guidelines (FPG), and eligibility for TANF is 50%

of the FPG. Medicaid eligibility is based on the specific program being provided.

For example, pregnant women and children up to one year of age may be eligible

for benefits if their income is up to 185% of the FPG, children may qualify if their

family income is up to 150% of the FPG, and seniors may qualify for limited

benefits at 133% of FPG. Most other Medicaid programs are provided if the

applicant's income is at or below 100% of the FPG. There are no additional

independent income eligibility criteria for Lifeline and Link-up established by the

Commission.

The federal government has established the following as eligibility criteria for those

states not having a state-approved Lifeline program. The FCC regulations state,

"To qualify to receive Lifeline service in a state that does not mandate state Lifeline

THE OFFICE OF REGULATORY STAFF
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support, a consumer's income.., must be at or below 135% of the Federal Poverty

Guidelines or a consumer must participate in one of the following federal

assistance programs: Medicaid; Food Stamps; Supplemental Security Income;

Federal Public Housing Assistance (Section 8); Low-Income Home Energy

Assistance Program; National School Lunch Program's free lunch program; or

Temporary Assistance for Needy Families." In addition, the FCC's April 29, 2004

order issued pursuant to WC Docket No. 03-109, encouraged ALL states, including

those states with their own eligibility criteria, to adopt the income based criteria of

135% of the Federal Poverty level.

HOW DOES THE DIFFERENCE BETWEEN THE SOUTH CAROLINA

LIFELINE ELIGIBILITY

ELIGIBILITY CRITERIA

THE CONSENT ORDER

CONSUMER ADVOCATE?

CRITERIA AND THE FEDERAL LIFELINE

RELATE TO THE IMPLEMENTATION OF

BETWEEN BELLSOUTH AND THE

In the consent order, BellSouth agreed to "provide Lifeline credits to its end user

customers who are at or below 125% of the federal poverty level if an agency of the

State of South Carolina accepts applications from BellSouth end user customers

seeking Lifeline credits under this criteria and confirms to BellSouth that such end

user customers are actually at or below 125% of the federal poverty level." Order

Recommending Acceptance of Agreement, Appendix A at 3, ¶ 5, Consumer

Advocate v. South Carolina Public Service Commission, Case No. 00-CP-40-2935

(5 th Cir. S.C., May 19, 2004).

THE OFFICE OF REGULATORY STAFF
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Since South Carolina determines eligibility strictly by participation in an approved

subsistence program, there is no independent process available for verification that

customers are at or below a certain income level. Therefore, a process must be

established to make such a determination in order for BellSouth to comply with this

order. In its letter to the Commission dated December 15, 2004, ORS proposed to

serve in this role.

IN THE DECEMBER 15, 2004 LETTER, ORS NOT ONLY PROPOSED TO

SERVE IN THE ROLE OF INTAKE

SUGGESTED THAT AN OUTREACH

APPROPRIATE. PLEASE EXPLAIN.

COORDINATOR, BUT ALSO

COORDINATOR MAY BE

After discussions with DSS, DHHS, and the Lieutenant Governor's Office on

Aging, I have determined that there is very little outreach effort for the Lifeline

program in the local county offices. It is certainly not that the agencies lack the

desire to reach out to their clients about this program; it is simply a matter of staff

time and knowledge. Recent budget cuts have impacted these agencies

tremendously. Reductions in force and staff turnover have resulted in caseworkers

who are unfamiliar with the program or who may not take the opportunity to

inform their clients about the program.

There was also concern expressed by the agencies that some eligible consumers

may not be participating in the program because they have not filed for the

approved subsistence programs. This is especially true for our elderly population

who may participate in Medicare but fail to apply for Medicaid benefits for which

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
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they are eligible. This may be a growing problem since South Carolina ranks ninth

in the United States for increases in its senior population.

IN ORS' DECEMBER 15, 2004 LETTER, ORS ALSO DISCUSSED THE

POTENTIAL FOR INCREASED

PROGRAM. DO YOU HAVE

PARTICIPATION IN THE LIFELINE

ADDITIONAL INSIGHT INTO THE

POTENTIAL EXPANSION OF THE ELIGIBILITY REQUIREMENTS OR

OF AN OUTREACH PROGRAM?

Yes. In its proceedings on the federal Lifeline program, the FCC conducted a study

on what impact changing the eligibility requirement from 100% of FPG to 135%

FPG would have on the number of participants in the program. The FCC's findings

are listed as Exhibit KCM-3. In this report, the FCC considered the number of

households in South Carolina that would be eligible for Lifeline if South Carolina

used an income based criteria of 100% of FPG. The FCC determined that 249,100

would be eligible (based on 2000 data); however, only 8% of those households

actually participated in the program. Other states had varying levels of

participation. Of households at 100% of poverty level, an average of 37.5%

participated in the program. Certainly, South Carolina should strive to meet the

national average of participation in the Lifeline program.

WHAT IMPACT WOULD AN INCREASED PARTICIPATION IN THE

LIFELINE PROGRAM HAVE ON THE ILECs?

One of the concerns expressed by the carriers is the delay they experience in

receiving reimbursement from the state USF for Lifeline participants. Because the

State USF guidelines only require an annual true-up, it may be up to a year before

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
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the companies receive reimbursement from the program expansion. The

Commission may want to consider modifying the existing USF guidelines to enable

a true-up for Lifeline to occur more frequently than once per year.

BASED ON THE ADDITIONAL INFORMATION YOU HAVE

GATHERED, DO YOU HAVE ANY CHANGES TO YOUR ORIGINAL

PROPOSAL TO THE COMMISSION?

Yes. Since the original submission, ORS has learned of the computerized process

used for verification of continuing eligibility that was coordinated between the

companies, DSS, DHHS, and the Office of Research and Statistics. Because this

program is in place, we would remove the request for $15,000 for computer

programming. In addition, we would reduce the amount of contractual services

listed under the Outreach Coordinator from $70,000 to $35,000. Thus, we would

revise the original request from $263,543 to $203,543.

If the Commission decides that an intake coordinator role is one that ORS should

assume, we will work with BellSouth in devising an income verification program

that would be acceptable to all parties. Hopefully we can build upon the

collaborative process already established by the companies and the state agencies

currently involved in this process.

Likewise, if the Commission decides that Lifeline outreach is a role for ORS, we

will work with both the companies and the social service agencies to expand the

awareness of the Lifeline program in South Carolina.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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Exhibit KCM-1

New Lifeline Eligibility Verification Procedure

Effective January 1, 2004

New eligibility verification process for telephone customers applying for Lifeline

Discounted Telephone Rate after January 1, 2004. Existing Lifeline customers are not
affected.

SC Medicaid eligibility has been transferred to DHHS from DSS. Food Stamp & TANF

programs continue at DSS.

I - Telcos are required to sign Memos of Understanding with DHHS.

(DSS Contracts are already on file. There may be some Telcos who don't have a

contract with DSS, who will need to execute such.)

II - Telcos contact their local DSS & DHHS offices to arrange for completion of the

authorization form. State agencies retain one copy and send duplicate to Telco after

certification. Telco and state agencies must maintain records.

III - After January 1, 2004 Telcos send Lifeline Customer lists to ORS for verification.

Continued...

.__ _,.?

")



1)

Lifeline Application Process

Customer completes Lifeline Authorization Form at either Telco or
DSS or DHHS local offices.

If Customer at Telco office -

o Customer takes Authorization to local DSS or DHHS office for

certification. (List of County Offices - attached)

o Food Stamps/TANF - DSS.
o Medicaid - DHHS.

• DSS & or DHHS certifies Authorization & transmits copy (Fax, Email, US Postal

Svc.) to Telco.

DSS Clients eligible for Lifeline via

• Food Stamps - eligibility is 130% FPG
• Temporary Assistance for Needy Families TANF - 50%FPG

• DHHS Clients eligible for Lifeline via
• Medicaid - 150% FPG - adults W kids. 100% FPG - adults.

If Customer at DSS/DHHS office -

o Customer completes application, agency certifies, agency transmits copy

of certified application to Telco.

V - Certified customer receives Lifeline rate as long as recipient of Food Stamps, TANF

or Medicaid. Ongoing customer eligibility verified by DSS and or DHHS.

Ongoing Lifeline Verification

State Office of Research & Statistics maintains client database

for both DSS & DHHS.

Previous data transmittal methods continue except for the changes, effective January 1,

2004, noted below.



Ongoing Verification Process

1)

2)

3)

4)

5)

Telco prepares electronic file.

• CD-Roms (preferred) or diskettes.
(ORS can read 3490 cartridges but CDs are preferred.)

Telcos mail CDs to ORS at address below.

For Lifeline, c/o Diana Tester
Office of Research & Statistics

1919 Blanding Street

Columbia, SC 29201

ORS compares Telco Lifeline Customer list with DSS & DHHS records.

ORS Flags names of Food Stamp, TANF & Medicaid clients as eligible for

Lifeline Rate to continue. Unflagged names are no longer eligible.

ORS sends Telco list to DHHS which mails CD back to Telco.

Telco notifies ineligible customers they will no longer receive Lifeline rate.

-0-

Contacts

Administrative Issues

Patti Davis - DHHS

803-898-2610

davisp@dhhs.state.sc.us

Computer - Technical Issues

David Patterson - ORS

803-898-9940

dpatters(_sc.gov

-0-



Exhibit KCM-2

Federal Communications Commission

tariffed (or otherwise generally avail-
able) residential rate for the services
enumerated in §54.101(a)(1) through
(a)(9), and charge Lifeline consumers
the resulting amount.

(c) Lifeline support for providing toll
limitation shall equal the eligible tele-
communications carrier's incremental

cost of providing either toll blocking
or toll control, whichever is selected by
the particular consumer.

[62 FR 32948, June 17, 1997, as amended at 63
FR 2128, Jan. 13, 1998; 65 FR 38689, June 21,
2000; 65 FR 47905, Aug. 4, 2000]

§ 54.405 Carrier obligation to offer
Lifeline.

All eligible telecommunications car-
riers shall:

(a) Make available Lifeline service,
as defined in §54.401, to qualifying low-
income consumers, and

(b) Publicize the availability of Life-
line service in a manner reasonably de-
signed to reach those likely to qualify
for the service.

(c) Notify Lifeline subscribers of im-
pending termination of Lifeline service
if the carrier has a reasonable basis to
believe that the subscriber no longer
meets the Lifeline-qualifying criteria,
as described in §54.409. Notification of
impending termination shall be in the
form of a letter separate from the sub-
scriber's monthly bill. A carrier pro-
viding Lifeline service in a state that
has dispute resolution procedures ap-
plicable to Lifeline termination, that
requires, at a minimum, written notifi-
cation of impending termination, must
comply with the applicable state re-
quirements.

(d) Allow subscribers 60 days fol-
lowing the date of the impending ter-
mination letter required in paragraph
(c) of this section in which to dem-
onstrate continued eligibility. Sub-
scribers making such a demonstration
must present proof of continued eligi-
bility to the carrier consistent with ap-
plicable state or federal verification re-
quirements, as described in §54.410(c).
Carriers must terminate subscribers
who fail to demonstrate continued eli-

gibility within the 60-day time period.
A carrier providing Lifeline service in
a state that has dispute resolution pro-
cedures applicable to Lifeline termi-

§ 54.409

nation must comply with the applica-
ble state requirements.

[65 FR 47905, Aug. 4, 2000, as amended at 69

FR 34600, June 22, 2004]

EFFECTIVE DATE NOTE: At 69 FR 34600, June

22, 2004, §54.405, paragraphs (c) and (d) were

added. These paragraphs contain information

collection and recordkeeping requirements

and will not become effective until approval

has been given by the Office of Management

and Budget.

§ 54.407 Reimbursement for offering
Lifeline.

(a) Universal service support for pro-
viding Lifeline shall be provided di-
rectly to the eligible telecommuni-
cations carrier, based on the number of
qualifying low-income consumers it
serves, under administrative proce-
dures determined by the Adminis-
trator.

(b) The eligible telecommunications
carrier may receive universal service
support reimbursement for each quali-
fying low-income consumer served. For
each consumer receiving Lifeline serv-
ice, the reimbursement amount shall

equal the federal support amount, in-
cluding the support amount described
in § 54.403(c). The eligible telecommuni-
cations carrier's universal service sup-

port reimbursement shall not exceed
the carrier's standard, non-Lifeline
rate.

(c) In order to receive universal serv-
ice support reimbursement, the eligible
telecommunications carrier must keep
accurate records of the revenues it

forgoes in providing Lifeline in con-
formity with § 54.401. Such records shall
be kept in the form directed by the Ad-
ministrator and provided to the Ad-
ministrator at intervals as directed by
the Administrator or as provided in
this Subpart.

§ 54.409 Consumer qualification for
Lifeline.

(a) To qualify to receive Lifeline
service in a state that mandates state

Lifeline support, a consumer must
meet the eligibility criteria established
by the state commission for such sup-
port. The state commission shall estab-
lish narrowly targeted qualification
criteria that are based solely on in-
come or factors directly related to in-
come. A state containing geographic

131

C)

% J L_

i;

"2"?_

i,O

1,,,J1

-7!



§54.410 47 CFR Ch. I (10-I-04 Edition)

areas included in the definition of "res-

ervation" and "near reservation," as de-

fined in §54.400(e), must ensure that its

qualification criteria are reasonably

designed to apply to low-income indi-
viduals living in such areas,

(b) To qualify to receive Lifeline
service in a state that does not man-

date state Lifeline support, a con-
sumer's income, as defined in §54.400(f),
must be at or below 135% of the Fed-

eral Poverty Guidelines or a consumer
must participate in one of the fol-

lowing federal assistance programs:
Medicaid; Food Stamps; Supplemental

Security Income; Federal Public Hous-
ing Assistance (Section 8); Low-Income

Home Energy Assistance Program; Na-
tional School Lunch Program's free

lunch program; or Temporary Assist-
ance for Needy Families.

(c) A consumer that lives on a res-
ervation or near a reservation, but does

not meet the qualifications for Lifeline

specified in paragraphs (a) and (b) of
this section, nonetheless shall be a

"qualifying low-income consumer" as
defined in § 54.400(a) and thus an "eligi-
ble resident of Tribal lands" as defined

in § 54.400(e) and shall qualify to receive
Tiers One, Two, and Four Lifeline serv-

ice if the individual participates in one
of the following federal assistance pro-

grams: Bureau of Indian Affairs general
assistance; Tribally administered Tem-

porary Assistance for Needy Families;
Head Start (only those meeting its in-

come qualifying standard); or National
School Lunch Program's free lunch

program. Such qualifying low-income
consumer shall also qualify for Tier-

Three Lifeline support, if the carrier

offering the Lifeline service is not sub-
ject to the regulation of the state and

provides carrier-matching funds, as de-
scribed in §54.403(a)(3). To receive Life-

line support under this paragraph for

the eligible resident of Tribal lands,
the eligible telecommunications car-
rier offering the Lifeline service to
such consumer must obtain the con-

sumer's signature on a document certi-

fying under penalty of perjury that the
consumer receives benefits from at

least one of the programs mentioned in
this paragraph or paragraph (b) of this
section, and lives on or near a reserva-

tion, as defined in §54,400(e). In addi-

tion to identifying in that document

the program or programs from which
that consumer receives benefits, an eli-

gible resident of Tribal lands also must

agree to notify the carrier if that con-
sumer ceases to participate in the pro-

gram or programs. Such qualifying

low-income consumer shall also qualify
for Tier-Three Lifeline support, if the

carrier offering the Lifeline service is
not subject to the regulation of the

state and provides carrier-matching
funds, as described in § 54.403(a) (3).

(d) In a state that does not mandate

state Lifeline support, each eligible
telecommunications carrier providing

Lifeline service to a qualifying low-in-
come consumer pursuant to paragraphs

(b) or (c) of this section must obtain

that consumer's signature on a docu-

ment certifying under penalty of per-

jury that:
(1) The consumer receives benefits

from one of the programs listed in

paragraphs (b) or (c) of this section,

and identifying the program or pro-

grams from which that consumer re-
ceives benefits, or

(2) The consumer's household meets

the income requirement of paragraph
(b) of this section, and that the pre-
sented documentation of income, as de-

scribed in §§54.400(f), 54,410(a)(ii), accu-

rately represents the consumer's
household income; and

(3) The consumer will notify the car_
rier if that consumer ceases to partici-

pate in the program or programs or if
the consumer's income exceeds 135% of

the Federal Poverty Guidelines.

[65 FR 47905, Aug. 4, 2000, as amended at 68
FR 41942. July 16, 2003; 69 FR 34600. June 22,
20041

EFFECTIVE DATE NOTE: At 69 FR 34600, June

22, 2004, §54.409 paragraph (d) was added. This
paragraph contains information collection
and recordkeeping requirements and will not
become effective until approval has been
given by the Office of Management and
Budget.

§54.410 Certification and Verification
of Consumer Qualification for Life-
line.

(a) Certification of income. Consumers

qualifying under an income-based cri-
terion must present documentation of
their household income prior to enroll-
ment in Lifeline.
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Executive Summary
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Introduction

The Federal-State Joint Board on Universal Service (Joint Board) recommends that the Federal

Communications Commission (FCC) add a federal default income-based criterion of at least 1.35

times the Federal Poverty Guideline,.s-- a 1-35 Poverty Level Criterion (PLC). This would

allow many additional low-income citizens in those states that utilize the federal default criteria

to take the Lifeline program. The Joint Board also recommends that the FCC encourage all
states to adopt the recommended federal income-based criteria.

There :is a benefit to increasing the number of participants, and also a cost, The obvious benefit

would be the increase in the number of telephone subscribers. The cost at the federal level

would be the additional federal doUars spent on the additional Lifeline enrollees.

Mcthod_

This study uses the economic method of forecasting baseline, change and new policy impact,

This means that :first we estimate the number of Lifeline subscribers and the costs of the program

to form the baseline, also known as the status quo. Second, we estimate the changes that would

result from a nationwide implementation of a 1.35 PLC, assuming that all states adopt this
criterion. _ Third, we add (or apply) the changes to the baseline to the time period when the

policy is expected to be implemented. This step provides an estimate of the number of Lifeline

subscribers and costs u.nder the new policy. We have chosen to estimate the baseline and

changes for 2004 because that is the timeframe in which the proposed changes will likely be
made.

This study u.scs a combination of statistical regression analysis and simple math in a series of

spreadsheet tables. The following equations :form the basic st_Lct_are of the spreadsheet model.

New Lifeline households = New Lifeline-eligible households times predicted Lifeline

subscription rate among newly-eligible households.

Additional federal Lifeline expenditttres = number of additional households that would take

Lifeline times the amount of federal expenditures per household that 'takes Lifeline.

1 Some states have a 1.5 PLC. This s_lldyassurnc_ that those states wiflaa 1.5 PLC keep it.



In sum, th.e results of two regression, models are used to predict the impact of a policy change,
and these predictions are applied to the baseline to calculate the new level o:f Lifeline

subscription and. federal Lifeline expenditures.

Results

The results are summarized below:

Summary information for 2004 if states adopted a 1.35 PLC:

Additional households that would take Lifeline:

Of the additional Lifeline subscribers, the number that

would subscribe to telephone service because of the 1.35 PLC:

Of the additional Lifeline subscribers, _he number that

would already have telephone service:

967,000 to 1,136,000

259,000

708,000 to 877,000

Additional federal expenditures in 2004:

Amount that federal expenditures would increase $105,000,000 to $123,000,000

Additional federal expenditares per new telephone subscriber: $405 to $475

2



Lifeline Staff.,,Analvsis

lntrqducti.on

States use different criteria for determining whether a household qualifies for Lifeline. Some

states use the federal eligibility criteria (set by the FCC), which enable hou,_eholds receiving

Federal Public Housing Assistance (Section 8), Food Stamps, Low-Income Home Energy

Assistance Program, Medicaid, or Supplemental Security Income to receive Lifeline. Other

states have set flleir own criteria. Skates setting their own criteria often use one or more of the

programs from the federal criteria and sometimes include one or more of their own state-wide

programs. Some states also use an income-based criterion, which is based on some multiple of

the Federal Poverty Guidelines. In all cases, a household need meet only one of a state's criteria

to be eligible for Lifeline.

The Joint Board. recommends that the FCC add an income-based criterion to the federal

eligibility criteria for Lifeline. The Joint Board also recommends that the income-based criterion

be set at 1.35 times the Federal Poverty Guidelines. Thus, households with incomes at or below

1.35 times the Federal Poverty Ouidelines would be eligible for Lifeline.

This study assumes that all states (not just those that currently utilize the federal d.efault criteria)

add an income-based criterion of at least 1.35 times the 'Federal Poverty Cruidelines (poverty

ievel)--a 1.35 Poverty Level Criterion (PLC)--which would increase the overall number of

eligible households. 2 This would enable additional low-income citizens in many states to take

the Lifeline program, (Households meeting at least one eligibility criterion are eligible for

Lifeline, so adding an additional eligibility criterion increases the number of households that are

eligible for Lifeline.)

There is a benefit to increasing the number of participants, and also a cost. The obvious benefit

would, be flae increase in the number of telephone subscribers. Tile cost at a federal level would

be the additional federal dollars spent on the additional Lifeline enrollees. Because the study

assumes that all states choose to adopt the recommended federal income-ba._ed eligibility

criteria, flae estimates presented are likely to represent flae upper limit of potential new Lifeline

and telephone subscribers and estimated impact on the fund. If some states choose not to adopt

the federal income-based standard, the number of new Lifeline and telephone subscribers, and

additiona.1 cost would be correspondingly lower.

The relationship between Lifeline eligibility, Lifeline subscribership, and telephone

subscribership is as foll.ows. A portion of newly-eligible households (because of a 1..35 PLC)
will take Lifeline service. Of those households that subscribe to Lifeline because of the i .35

PLC, a portion will start taking telephone service because they would then qualify for Lifeline.

The other portion would already have telephone service, and would be taking the Lifeline just

because they are newly-eligible. See the graphs below.

z This s_xdy _ssumes thrt)ughout th_ states wifl_ a 1.5 PLC continue to use a 1,SPLC.
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Methodol_o_y Summa _rv

This study uses the economic method of forecasting baseline, change and new policy impact.

This means that first we estimate the number of Lifeline subscribers and the federal expenditures

of the program to form the baseline numbers. Second, we estimate the changes flaat would result

:from a nationwide implementation of a 1.35 PLC, Third, we add (or apply) flae changes to the

baseline in the time period when flae policy is expected to be implemented. This step provides an

estimate of the number of Lifeline subscribers and costs under the new policy.

For the first step, wc estimate Lifeline subscriber:ship in Year 2000 end update those estimates

using data for Year 2002. The 2002 estimates are used as a base from which to forecast 2004

baseline Lifeline subseribership. We have chosen to estimate the baseline and changes for 2004

because that is the timefTame in which the proposed changes will be made.

For the second stcp, the Year 2000 subscribership estimates are used to predict the change in

Lifeline subscribership due to a 1,35 PLC. The study uses the plethora of demographic data
available from the Year 2000 to model the effects that a 1.35 PLC would have had on Lifeline

subseribcrship and telephone penetration in 2000. For Lifeline subscribership, a regression

model is constructed that predicts fl_e increase in Lifeline subscribers as a function of increasing

multiples of the Federal Poverty Guidelines. For example, the model predicts that if Texas--

which has a 1.25 PLC .... adopted a 1.35 PLC, Lifeline subscribers in 2004 would increase by

16,669 to 19,576 (See Table 2.F). For telephone subscribership, a logistic regression is

constructed that predicts the increase in telephone subscribership as a function of increasing

multiples o:f tlae Federal Poverty Guidelines and other important factors, such as income and

home ownership, lfall states adopt a 1_35 (or higher) PLC for Lifeline, the model prcdicts that

259,000 households would take telephone service because of that change.

In the third step, the estimated additional number of Lifeli:ne subscribers is added to the bascline

in Year 2004 to get the forecasted number of Lifeline subscribers that would exist in 2004 under

a nationwide implementation of the new policy. This study forecasts the additional Lifeline

subscribers that would result from the implementation of a 1.35 PLC (baseline plus change).

These steps are exhibited in the following graphs. The first graph shows the steps :for predicting

the number of Lifeline subscribers, and the second graph shows the amount of federal lifeline

expenditures.
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Modeling Process

The modeling process is outlined below. The word "'produce" is used below when the FCC did

not have the actual data, and so the quantities were estimated based on a sound methodology.

The word "forecasf' is used when data are predicted for a future time period.

* Create baseline

o Produce baseline Lifeline subscription rates for 2000.

o Produce baseline Lifeline subscription rates for 2002.

o Forecast baseline Lifeline subscription rates for 2004.

o Forecast baseline federal Lifeline expenditures for 2004.

,. Estimate change 'from new policy

o Produce change to Lifeline eligibility resulting from a 1.35 PLC,

o Forecast change to Lifeline subscription rates in 2000 resulting fi'om a 1.35 PLC.

o Forecast change to Lifeline subseription rates for 2004,

o Forecast for Years 2000 and 2004, change to telephone subscribership resulting
from a 1.35 PLC.

o Forecast change to federal Lifeline expenditures for 2004.

• Apply new policy to baseline to compute new level

o Apply :forecasted cllanges to forecasted baseline to determine the new number of
Lifeline subscribers in 2004.

o Apply forecasted changes to forecasted baseline to determine the new federal

Lifeline expenditures in 2004.

Methodology Detail

The above steps will now be discussed in more detail. A series of tables is eonstructed that show

the computations for the three steps outlined above,

This study combines data :from three sources: 1) Current Population Survey of Households

(CPSI-I) provided by the Bureau of Labor Statistics; 2) the website www.lifelinesupport.org; and

3) Universal Service Administrative Company (USAC), The CPSH data contain the results from

over 50,000 households that were surveyed around January 2000. Tile website

www.lifelinesupport.org provides the Lifeline eligibility requirements for each state, and

USAC:s website provides actual Lifeline subscribers in 2000 and 2002.

This study uses a combination of statistical regression analysis and. simple math in a series of

spreadsheet tables. Two regression models are constructed_

Lifeline Regression Model - A regression analysis model is constructed that correlates

higher Lifeline subscription rates to the use of higher multiples of file Federal Poverty

Guidelines for income criteria. Many states have income-based Lifeline eligibility

criteria, and in general, the states with a higher multiple of the Federal Poverty

Guidelines have higher Lifeline subscription rates. The results from this model are then

used to predict the number of households tllat would take Lifeline in 2000 and. 2004 as a

result of a nationwide implementation of a 1.35 PLC.
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TelephoneRegression Model - Another regression model, this time a logistic regression,

is used to predict increased telephone participation that would have resulted in 2000 had a

1.35 PLC been. implemented. This model incorporates several factors, including the 1.35

PLC, income, and other demographic information. Many states have income-based

Lifeline eligibility criteria, and in general, the states with a higher multiple of the Federal

Poverty Guidelines have higher telephone subscription rates. The results from this model

are then used to determine file number of households fllat would take telephone service in

2004 as a result of a nationwide implementation of a 1.35 PLC.

The sprcad.sh.eet tables use a. series of equations which simply add. or multiply the contents of

various columns in the table to produce a final column (to the righ t) which is of the most interest.

The results of the regression analysis are incorporated into several columns in the tables. The

following equations are used in the tables:

Number of additional households taking Lifeline = number of newly-eligible households

times the Lifeline subscription rate (the percentage of those households that would take

Lifeline, which is determined by the Lifeline Regression Model).

• Additional federal Lifeline expenditures = number of additional households thal: would

take Li:feline times the amount of federal expenditures per household that takes Lifeline.

In sum, the resuIB of two regression models are used to predict the impact of a policy change,

and these predictions are applied to the baseline to calculate the new level. The data. and analysis
is discussed in. more detail below.



Step 1: Create Baseline_

The tables in this section examine the number o:f Lifeline subscribers, the nttmber of

households flaat arc eligible :for Lifeline and. the Lifeline subscription rate. Each table reflects

data for a different year.

Baseh;ne Lifeline subscription rates for Year 2000. Nationally, 16.3% of households arc

estimated to be eligible for Lifeline. Of these eligible households, an estimated 33.1% subscribe

to Lifeline.

The CPSH data contain demographic data. from which the eligibility for each household in the

sample can be determined. So, ifa state uses Food Stamps as an eligibility criterion, then those

households in that state that received Food Stamps are marked as being eligible for Lifeline.

Each household is analyzed according to its state's eligibility criteria, as reported by

www,lifelinestlpport.org. 3 Only those households that meet at least one of the eligibility criteria

are deemed eligible :for Lifeline, the rest are deemed ineligible. This is accomplished

electronically using Visual Basic :for Applications for Microsoft Access. From these data,

statewide estimates for the number of Lifeline eligible households are created. USAC data from

the Monitoring Report are then used to create the Lifeline subscription rate, which is the

percentage of eligible households that subscribe to Lifeline. See Table 1.A.

Baseline Li.felfne subscription rates far 2002. Nationally, 1.6.3% of households are estimated to

be eligible for Lifeline. Of these households, an estimated 37.5% subscribe t.o Lifeline.

USAC Lifeline data from 2002 are used to create a new baseline subseribership rate, using the

same methodology as for Year 2000 described above. The number of households in each state in

Year 2002 is forecasted based on the growth rate of households between 1998 and 2000. It is

assumed that the same percentage of households that qualified for Lifeline in 2000 qualified for
lJfeline in 2002. See Table 1.B.

Forecasted Baseline L_eline subscription rates for 2004. There will be an estimated 110.1

million households in rite Year 2004, and 6.8 million of those households are expected to take

Lifeline under existing rules.

The results from the previous tables are used to forecast the number of households, the number

of Lifeline-eligible households, and, the number of Lifeline subscribers in 2004. The number of
households in 2004 is calculated in the same manner as it was in Table 1.B. The number of

households qualifying for Lifeline in 2004 (July l, 2004, to be exac0 is simply calculated by

multiplying the percentage of all households that are eligible for Lifeline in 2000 by the

forecasted number of households in 2004. This calculation assumes that the same percentage of

households will qualify for Lifeline in 2004 as did in 2000. The number o:fhouseholds that

would take Lifeline in 2004 is calculated by multiplying file percentage of eligible households

flaat took Lifeline in 2002 by the :forecasted number of eligible households in 2004. This

calculation assumes that the same percentage of Lifeline-eligible households will take Lifeline in

The website was viewed in early 2002.



2004 as did in 2002. These predictions make two implicit assumptions: the number of

households in each state increases at a constant rate, and the economy continues to grow at the

same rate it did in 2002. See Table 1 .C.

Forecasted,Ba._eline federal Lifeline expenditures for 2004. Forecasted federal Lifeline

expenditures under existing rules in Year 2004 are $709 million.

The forecasted federal Lifeline expenditures are calculated by multiplying the forecasted number

of Lifeline subscribers in each state times the expected federal expenditures per line in flint state.

The state-by-,_'tate federal expenditures are then summed to form the national total. See Table
I.D.

Step 2: Estimate ..Change from New Policy

This section quantifies the number of additional households that would become eligible

:for Lifeline., the number of households that would subscribe to Lifeline, and the number of

additional households that would subscribe to telephone service due to the implementation of a

1.35 PLC. (This analysis assumes that states without a PLC for Lifeline and states with a PLC

below 1.35 adopt a 1.35 PLC. This analysis also assumes that states with a 1.5 PLC keep it.)

This section then calculates file increased federal Lifeline expenditures resulting from flae

increased number of households taking Lifeline dae to the 1.35 PLC. CPSI-I data are used to

determine the number of additional households that would become eligible for Lifeline. Two

regression analyses are used to determine the number of additional households that would

subscribe to Lifeline mid the number &households that would take telephone service due to a
1.35 PLC.

Change to Lifeh;ne eligibility in 2000 and 2004 re_ultingjrrorn a 1.35 PLC. We predict that an

additional 6.1 percent of total households would qualify for Lifeline under the 1.35 PLC, and this

would qualify an additional 6-6 million households in Year 2004.

The demographic data from each household in the CPSH data are examined to determine

whether it would have become eligible for Lifeline with a 1.,35 PLC. The estimates from the
CPSH data arc then used to determine the number of households in each state that would become

eligibtc for Lifeline wifla a 1.35 PLC. Table 2.A presents the information for the Year 2000 and

2.B presents the information for the Year 2004.

Change to Lifeline subscribeJ:._hip in 2000 resulting from a t.33 PLC, We predict that states

without a PLC and states with PLCs at 1.25 or lower would see a significant increase in the

number of low-income households that take I,ifeline if they adopted a t .35 PLC. Nationwide,

the number of Lifeline takers would increase between 928,000 to 1,090,000 if all states adopted a

1,35 PLC.

Different states have different Lifeline eligibility criteria, so regression analysis can be employed

to quantify the eorrela:tion between the use of a higher multiple of the poverty level (i.e., a higher

PLC) and. the resulting higher Lifeline subscription ra_e. The Lifeline Regression Model predicts

increased Lifeline subscribership that would have resulted from a nationwide 1.35 PLC in 2000.

10



See ]-ables 2.C and 2.D. (At the end of this study is a technical appendix that more thoroughly

discusses the regression analysis ased for this model.) Tables 2.E and 2.F show the number of

additional Lifeline subscribers on a state-by-state basis :for 2000 and 2004.

Forecasted change to telephone subxcribershipfor 2004. We predict that if all states adopted a

1.35 PLC, 259,000 households that do not have telephone service would take telephone service.

The Telephone Regression Model uses logistic regression to predict the increased telephone

subscribership that would have resulted from a nationwide 1.35 PLC in 2000. See Tables 2,G

and 2.H. (At the end of this study is a technical appendix that more thoroughly discusses the

logistic regression alaalysis used for this model.) Table 2.H also uses these results to quantify the
number of households that would take telephone service in 2000 and 2004 because of a 1.35

PLC.

For 2000 and 2004 respeetively, Tables 2.1. and 2.J. break down the number of new Lifeline

subscribers into two groaps: those that would be taking telephone service because of file 1.35

PLC, a_d those that are already had telephone service, and who are subscribing to Lifefine just

because they would then be eligible for it.

Change to federal Lifeline expenditures for 2004 is forecasted. We predict that federal Lifeli_e

expenditures would increase by $105 million to $123 million if an states implemented a 1.35

PLC.

The forecasted change to federal Lifeline expenditures is calculated by multiplying the

forecasted change to the number of Lifeline subscribers in each state times the expected federal

expenditures per Lifeline subscribers in that stale. The state-by-state change in the amount of

federal expenditures is then summed to form the national total. See Table 2.K.

Step....3: Apply New Policy to B_eline .t9 Compute New.,Level

The new levels of subscribership and costs are shown in several tables. First, the new

total of Lifeline subscribers is calculated, and then the increased :federal Lifeline e×penditures are

calculateA.

Forecasted New .Polity Levels.['or Li[eline subscribership in 2004. We predict that if all states

implement a 1.35 PLC :for Lifeline, an estimated 8 million households will subscribe.

Here the forecasted increase in Lifeline subscribers is added to the forecasted baseline number of

subscribers to create the new forecasted number of Lifeline subscribers in 2004 with the 1.35

PLC. See Table 3.A.

Forecasted New Policy LevelLfor federal L(.feline expenditures, We predict that if all states

implement a t .35 PLC for Lifeline, federal Lifeline expenditures are forecasted to be in the range

of $81.4 million to $83.2 million.

11



Herefineforecastedincreasein federalLifelineexpendituresis addedto theforecastedbaseline
federalLifeline expcndituresto createtheflew forecastedfederalLifeline expendituresin 2004
with.the1.35PLC. SeeTable3,B.

Additional reques,t

Finally, this study examines, at the ,Joint Board's request, the effects of replacing the current

federal default Lifeline eligibility criteria with a single income-based criterion (Table 4.A). For

adm.inistvative ease, the model assumes that all states (even those that do not preselltly utilize the

federal default criteria) would adopt a single criterion, of 1.35 PLC, except that states with a 1.5

PLC would keep it. Therefore, these estimates may overstate the results of the policy change, l:f

current criteria were replaced with a 1.35 PLC, then some current Lifeline participants would no

longer be eligible, so there would be decreases in Lifeline subseribership resulting from the

discontinued criteria, There would, also be offsetting increases from the new 1.35 PLC. The net

impact is tha.t fewer households would take Lifeline if the t ,35 PLC were the only eligibility
criterion.

The calculations arc as follows. The baseline number of households taking Lifeline is the ,_am.e

as calculated above in. Section Three, CPSFI data are examined to determine the percentage of

households that would no longer qualify for Lifeline due to the removal of all other eligibility

criteria. The number &newly-eligible households that would, take Lifeline as a result of the 1.35

PLC criteria change is derived in Section Three. Thus, the new policy level of Lifeline
subscribers is the baseline number of Lifeline subscribers less those subscribers that could not

remain due to the change, plus those Lifeline subscribers that would take it because of the

change. Sec Table 4.A.

.Other Factors

This study cannot take several important factors into consideration, such as economic conditions

and state outreach programs becsuse there are not enough data to do so. Properly accountil_g for

a fluctuating economy would require five or more decades of data. The Lifeline program started

only about 20 years ago, so an analysis incorporating a fluctuating economy is not attempted in

this study. Further, there are no comprehensive estimates quantifying state spending on outreach

programs, or the effects the outreach programs have on Lifeline subseribership.

By not accounting for these :factors explicitly, this study assumes that these factors will remain

constant between 2000 and 2004. Although changes in these factors can affect the forecasted

baseline number of Lifeline subscribers (and therefore, baseline federal expenditures), those

factors should have a relatively smaller effect on the forecasted number of households that will
take Lifeline as a result ofa 1-35 PLC. The number of households that would take Lifeline

because of a 1.35 PLC is about 1/6" of those that already take Lifeline. So, as the economy

fluctuates, and more or less households take Lifeline, the number of households that would take

Lifeline due to a 1.35 PLC will go up and down by I/6 _has much as the number of households

ll:hal would take Lifeline based on other eligibility criteria. Thus, the number of households

12



takingLifelinedueto a 1.35 PLC will have 1/36 th the variance that the number of households

taking Lifeline will haveJ

Additional assum.vtions

In addition to the factors discussed above, this study makes several assumptions that are

needed to estimate the impact of the program:

]) All other Lifeline/Linkup eligibility criteria. (and the qualifications for the underlying

programs) stay constant over time. Aside from the addition of a 1,35 PLC, fills model assumes

that between 2000 and 2004, no other changes are made to the Lifeline/Linkup programs or to

the programs fllat are fTequently used as qualifying criteria for Lifeline between 2000 and 2004;

2) Data can be substituted. Several states hax, e a 1,33 PLC in effect. This study treats

states that have a 1,33 PLC as having a 1,35 PLC. This assumption is reasonable because the

effects of a 1,33 PLC are statistically indistinguishable from a 1.35 PLC.

3) Rapid adoption and continuity. This model assumes that all states rapidly adopt a 1.35

PLC (and that states with a 1,5 PLC keep it.). The model also assumes that households rapidly

learn of the changes to the Lifeline program and expeditiously act on this new information.

a See Henry Seheffe, The Anal_y._i.,_o_f Va_!_'i_kc_e..at 8 (1959).
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Resul__t_

The results are surnma.rized below:

Summary information for 2004:

Household information:

Forecasted househo]ds on. Lifeline without 1.35 PLC:
Forecasted additional, households on Lifeline with 1.35 PLC:
For¢casl:ed households on Li['cline with 1.35 PLC:

6,827,000

967,000 to I, :136,000
7,974,000 to 7,961.,000

Lifeline subscriber information:

Households that would take telephone service due 1:othe 1.35 PLC:

Households taking Lifeline that already have telephone service:

259,000

708,000 to 877,000

Federal Lifeline expenditures:

Forecasted federal Lifeline expenditures without :1,35 PLC: $709,000,000
Forecasted amotmt federal expenditures would increase: $105,000,000 to $123,000,000
Forecasted 'federal Lifeline expenditures with 1.35 PLC: $814,000,000 to $832,000,000

Additional federal expenditures per new telephone subscriber: $405 to $475
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_¢tion 1: Ba,_¢li.e Infot'malion

Table 1,B

Baseline Lifeline sdb_tiption _nforrm, tio. (Year 2002)

aCrablet.A) I_(C-_,SE) ¢-_Yb

C'¢,-o'_'an(l,oes)
2C,00-2002, 7,hw (_-_er)

_ ol.l,8oh,_IdA b_Bs_'rJ,o_

Al.@_z 14743,57,1 1.0%

A l._e, 217:746 ,5,8%

A,_i_e_._ 1,808,_50 7,2%

.a.rkzt]-_a_ 1_02if,;_n5 2.13%

C'allfbm:,. 121_&382 :_,2%

O0:.Ol'_d6 I.,60_,4I0 9.. 9_zo

Chrmectl _u_; 1,286,753 1,3%

Detaw_rc 288.200 6,3_

)C 2_9,359 4,1 *&

;lerl(In &G_5,548 0.8%

_eorBln. 2,_50,929 & 0%

.-.1,zw_t 4J 1,6k] 4,_%

'.d,.aho 48 I, 14£ 5.7__,_

;lltno _ 44574,2a6 2, 3%

Indlmz l_0142_2 L7%

rosy. 1,}41o54o 14o,_

K_l_¢ky _,549,_72 1.4 °&

Maine ,197,{_a3 -3.4%

Nl_ylm d .I,988,9.Z3 2. _%

M lcb.IF_"_n $,7"104812 .1._%

Mirm._._ota 1_848,976 3.8%

M I_tt¢.lppt 1,039,680 0.6%

MI,<._#I 2,170,965 3.1%

Nlta"C._,& 356_967 0 3%

bl._bra_ra 6_3,743 1.7%

N e_zzla 684,256 1.4%

New E amp_lt_ ,165,200 "5,t%

N_ Jor_ey 3,044_$0 4,8%

N_JW Mcx.lco 668,70_ 3, 0_/_

Ncw3forl{ 7,03"1>7; 1 1.0%

Forth Catolln_ 2,948,596 _..0%

'Not'th D8k0t_ 256,636 15%

Ohio 4,52o, doa 2, I%

O'Fd_on 1,341,046 4,7%

P_nO,_ylvarf_a 4_6_t,S_3 0,1_/.

Khod+_ talmd .3_7,422 -3,6_,_

_._121h'C,'wel k'm I,-'4'_3,700. 6,_%

gou_ D_kot_ 28L747 -1.2%

Penn_.scc 2,141_33 4,8%

rexes 7,436.4_ 4,2%

_tnb _78,741 fl. _.%

vermont _40,122 - I._%

V_rg_rd_ 2,65 L584 2,4%

_hl_on 2_305, I74 3.6%

_c_t VtrFJnia 756.59:; 1,7%

Wyoml_g 192,930 3, 4%

N_r.tonwMe !0_l_TS2.r000 2,2%

F.,xt_ct_d Perem:_'_.e_f rqm_hol_ th_ B't,l_._ehol(_ ?erocrf:n_ cf

to_ [-:H that: ,,vouldq_ml_y would q_mli_ t_t t¢,dl_ hou_/_hOl& lhat

ho_._oh_,Id_ hotr,sebcld._. Forf.,lfeltne(LL) for I:.Ifeline Llfollh_. 'tooI¢Lifeline

18,358 1,76t,832 1¢,9% 262,2_2 25+403 9,7%

- 12,6,57. 21"15,094 I_.7% 38,414 23,30_ 60,7%

129,P4_ I,._3&09_ 17..4% 259,_93 73,18_ 282%

20,813 L0_I7,dl$ 19.6% 204,96,_ t0_100 4,9%

6,_3,121 12,'O.04203 19.3% 2J1_0_791 3,23_7_7. 1319%

46,624 1,649,034 3,1% 51,370 29,70_ 57.8%

16,44.3 1.,303,19_ I.I.0% 14&840 ,58,05_ 4.0.4%

I&O'4_ 306,248 166% 50,95'_ 2,i00 _. 1'.4,

9,832 249,'_91 [8.7% 46,588 13,t_5 29,3%

48,053 6,113,601 13.2% 807,015 t42,52_, 1"/.7%

98,987 3,039,91_ I5,2",_ 462_032 _/F4726 14.8%

-2,,588 ,109.02_ 26.9% 109,99_ 14_124 12.8%

25,.3d9 506,5 ]7 _,1.9% 1 ] 1.,1,-I_ '27,663 _.,I.9_

t0,_,619 d,678_865 12.9% 604,774 87,1BE 14.4._,_

40,153 2_34 I, 407 1_.,2% 308_271 40.326 ; 3. l%

15,754 1,164,274 106% 123,139 17,800 _4.5%

23,301 1_067.9I( 1:.0% 117&78,_ 1%'_/5 l t.7%
'21_723 1,570,895 172% 270,6S9 _0,739 22,4%

_6_141 1,572,945 19.7% 31C,_19 2L4265 6,8%

-] 6,832. 480,2] I 15, I% 7_682 85+5_'? I]78%

47,514 2_036,447 3,7% 75,334 _1,02_. S.3q4

7_.,890 2,54 LO 14 16.1% 407,953 t54.600 40. 3%

-$4,154 3,656,6_8 23.1% 849,59_ I 1_fl94 1,1,0%

69,344 1,918,320 12,8% 246,369. 47,554 19.3%

6,663 ],04_, 34 .'?. 21.9% 279,t91 22,566 ._.8%

66,4_2 2,237.a17 16._% 358,2_ I 3.3_3_2 9rSq_

1,146 _$&113 10.7% 381.'_ 19 15,815 41.3%

114302 665,045 10,7% 7t,1_8 15,241 21.,1%

9,705 693,961 20.9% 144176,_ 37;204 25.7%

],1,,159 a?._,659 14.8% 70,86._ 7_253 10,2%

144.,642 3.1_9,202 113% 393,494 46,'_B? I 1,9%

19,76"2 688,470 16,T'A 111,212 47,356 42.6%

68,528 7.,186.239 19._q_ 1,408,948 500,_7') _51:_%

_9,074 3,80T, dT0 .I_.7% ,173,181 99,$10 ?.t0%

3_776 2_0,412 1_..3% 32,]32 19,226 5&8%

93,t1,_ 4,613,808 14.5% 670,995 )39,591 41.7%

10,497 1,344,760 14,5% :1£_,3"_7 117,297 60,0%

62,47-_ _,403,52t 24,2% 33 P-.,996 36,402 10,7_

_726 4,d7%609 12.0% 55&931 94,8_16 I7.0%

-t3J89 373,635 16,1% 60,325 46,18, _ 7&6%

100,9_t 1,6444651 L'i, 1% _49_ 100 2 [_809 88%

-3,479 278,2_8 l&n% 3&250 22.1 t7 74,8%

A,9_229 _, 1_.,004 '2.6. t% 5,19,416 49_050 _,9%

_.t2_458 7,748,894 23,6% I,_2_,95] 429,970 23._%

3,048 681_789 17.4',,6 J !8,576 19,652 16.6%

-4,409 235,713 30,2% 71,254 29,911 42.0%

&%,202 2,714.786 8.S% 23 t;248 20,730 9,0%

8_.,855 2,_9,029 1_,.5% 323,471 83,327 25-8_.'_

1%240 769,$35 20.5% 157,7_8 4,90_ 3, I%

-67,855 L._60,085 13.3+4 260fl27 68,3_ _._2%

_485 199JU 5 lL.3% _.2,9 I$ 2.,126 9.3%

2,s6_.ooo _o74145,o9o :16,3% 1714s,_,0oo 6,_,_o y:s*/o

£oatee: Cvrmnt Pol_nl_lon 8orwy of Houz_hold.s(C_S[-_)M,_rch ]99_ and 9.000 data.
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Section 1.: Baseline Information

T_ble 1.C

Ba_lino Lifeline subscription informatiml (Y¢,_ 2004)

_Iomehold._

.lab_ 1,743+,37,1

Al_k_, 2 I7,74 _

A.rh_r_ $. 1,80K ),50

A rkm'_¢. I_026,_0_

C_).)ifomia 12,0_(_,392

ColoTado ),_02/_ 10

:D)_kqw_'¢ 2_8,200

)C 23.¢'_359

?lorld_ 6, 0_ 5)5 48

3_0_t_t 2,950,,.a'k9

:d."_ o 481_148

',lllnok_ 4;574_246

:ndlm_ 2,301_252

:0'Wa. 1,1,1_,,540

._al%.'t_.'_ 1,0,|4,613

_,EIu.cI_;T I_549,172

._,h_e 4_7,043

_ryl,_d 1.98P_933

Mld_Jgm 3.710,_12

Mt_lsslpp{ 1,039,68r3

M:[&sourl 2.17%965

N_braaka 653,7'_3

Hev_d_. _I_4,256

brew E_pohlre 465,200

M_'iT_,I'DeV 3fl44,560

Now Mexlco 668:':08

blew Yo_k 7,037,7 t I

blO_t_ Carolina 2_94_59_

Nort% Dakota 25_,_.,z_

Oialo 4,32o,6_4

OIt]_taz, 1,33%263

Oregon. 1,341,046

Pam,myt_vJ.a 4,6_,.'¢_3

I,hod_ I_[mxi 3_7,429.

_,mth Cmolln_ 1,343700

}ou'_ Ddcota 2_ 1,747

?_rra_ 2, I4 I)233

Texm 7,436,436

Utah 67.9,741

V_rmont 240,122

V_r_n{_ .L,_51,584

Wm._,'_ln gton 2)30S, 17,l

WeM Vlrglnla 75_,,593

WL_cor_ 2_027_940

Wyc_ lng "t92,930

_ _;ton'_'ld a 104.,7_t000

b (Cl_iq) c_z*b d-,_+c .g (Tabt_ 12) h-ff'_.

Growth (I0_) ,F._peoted LIf,I_, t_ke t_¢p¢_,t_,O.Rtl

112000-7/200d Mew(f_wet) tot_ ratef0rH.Hthmt tl'mtl#0_.l$tnk_

bt_ed on ho_nholda housOh¢Id_ qum]ffy under LI_III_ tand*r

1)1998 - ]._001)_ _ _ _ ,eFJstlr]¢rutes

2,4% 4 _,081 1,79d,655 ] 4, 9% "265,649 9.7% 15,732

-13,1% ,28,467 1_9,279 IR,7% 3.5,4.52 60.7% 9.1,505

16.2% 192,378 2,100,52_ 13.a% _.81,458 2g.2% 79,320

4,_i% 46,828 1,073,633 19.6n._ _.10,054 4.9% 1_351

II,_% 1)426,C96 13,512_478 1_3% 2f103)438 131,9% 3,434:082

_,3% 104_903 1,707.,313 3.1% 53,185 57.8% 30fl59

7..9% 3_,9g_' 1,32.3,751 it.0% 146,109 40.4_ 58_972

14.1% a0,609 328,809 16,6% 54)709 4,1% _233

9.3% 22,347 261,706 18,7% 48,90_ 29.3% 14,37.5

1,8% 10_+119 6,173,66"t 13,2% 814,94 a 17.T% 14,A92 I

6,8% 200_220 3,151,149 13,2% 471H,938 14._% 70J64

-1,4% -5,82-I 40:_,787 2_,9% 109,1_6 12.11% N,012

t 1.9% 57)079 538)22,7 2 1,9% 118_09 [ 243% 29,392

5.1% 2_5,394 4_g0F.G40 12,9% 62])677 14,_% 89,62.3

3.9% 90,3'19 2)391)601 13,2% 3'14,_79 13.1'% 41,190

_.1% 3.5.4.02 1,183,9_12 10.6% 125,219 14.,_% t_,tOl
5.0% 5.2,427 1,097,0_2 I 1,0% ]20,993 11.7% 1,1,151

3,2% 48,BW 1,598#49 17,2% 275,337 22.4% _I,799

-5,1% ,83,317 1,52"/,772 193% 301,69_ _,8% 20.6,_4

-7,6% .37_8T2 4,_9,I71 I5,1% _9,49_ 117._% 81/_37

5,4% 106,907 2,095,g40 3.7% 77,,_31 5,3% 4,1.39

62% 168)501 2,634;625 16,1% 42_,98_ 40.3% 170,66_t

-7,,3% -121_847 3,3_S,965 23.2% 833,_67 14,0% 116,_9,_

8.4% 156,0"24 Z,0O5,O00 12A1% 237,494 19,3% 49,703

1,d_ 14,993 1,054,_3 21_9% _.31,015 9.$_% _l TM
6,9% 149,516 2.320.t,_t 16.0% 371..592 9,3% 34,559

0.7% 2,578 3._9,545 I 0,7_,_ 38,47_ 41,3% 15,87_J

3.9% 25,428 6"/9,t71 t 0,7',_ 72,_50 2],4% 15,565

].2 °,¢_ 21,836 706,092 20,9'_ 147,300 23,7 ".(_ 37_85_1

7.0% 32_533 497,733 ) 4.8% 72,540 l 0.2% 7.32_

10.7% 32_444 3,370,004 12,3% 415fl02 11.9% 49,3_

6.6% 44,465' 713,173 16.2% 115,202 i12.¢_% 49,0.*;5

2,2% 154,18_ 7,191_899 i9.8% 1_42_9_ 35._% 506,706

4.5% 132,916 3)0fl1_5t2 15.7% ,:1H:4_799 21.0% _[01,953

3, 3% 8_495 265,131 L2,3% 32fl34 59.8% 1gf174

43% 209_506 %73%200 14,5% 687_923 41.7% _)644

1.8% 23_618 1,357,881 14,5% 197,273 60,0% 118,442

10.5% 140,$69 1)481,61_ 24,2% 3_7,858 10.7=.6 38J.127

0,3% 12,88H 4_680,767 12,0% 559,787 17.0% 94=991

-8,0% -31.)025 356,397 ]_.1% 57,542 76.6% _¢,[15E

t4,7% 227,140 I_770_840 15,1% 268,,212 _'.8% 2"._,d8l

-2,8% _7,_]27 273.920 13,0% 35,683 74.8% 26,693

-4. I% ,9_.66 2)052,967 26. I% 536,599 ' _.9% 4.7,906

9.5% 703)031 8) 1_%4_7 23.6_ J,917_986 9.3£% 4._1,642

1,0% 6,859 685,599 I7,4% 119,238 16.6_ 19,762

-4,1.% -9)920 230,_.0_ 30,2% 69,6 t8 42:0% _.9,212

_.d% 142,205 2,793,789 8,.5% 237,978 90% 21_333

B,fi% IR_',aT_I _,d93,848 12.5% 337,663 25,8% 86.,983

3.9% 2q,'t_9 786,384 2_.5% 16LI59 3. T% 5_Ot0

-7.5% - 1,"_ 6"73 1fl75:267 13,3% 249,4a5 26,2% 6_B76

7,_% I4,592 207.522 1t 5% 23,_45 ._3% Z7 ]_

<9% '513171000 ....J_O_O,_9_O00 1&3% 17_971_000 27.5% . 6_._7,000

t 2.25 _lm _ l_e 2-_11' _'_th (19984000) eq,m]-_ me _r _e,h ovsr 4,5 _l

e (Table l.A) P'd'%

Perc_:_ag_ of _rot._eholi_fhg

r_ rh_t wo_Id would q_ltP/

qu,'dffyf¢t r,,L for LI Fa{ins

oode.'t_¢a2._t_e" tales onder ex_L?'m, ml_s

Sot_'¢e:.Currentp_l.,l_'.lon S_'wy of ECrL=ebolds(t"_P.S_) Mard"t 1998 _ 2000 dm_.
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S¢¢.tion I: Basclfftc Information
Table 1.D

Forecasted baseline Lifeline ¢xpe_ditttre_ (Y,at 2004)

IMonthly fgdar-aI_uppo_ Arm_] fcd*r_t[ E_io0ct0d [']ot]_eholds ta.kff_El Fors_med Lifeline 'exTondiw.ms

Alabama. gl0.00 6120.00 25,732 $3,087,83*
.a.ja._ka $]0.00 6120,00 21,5_5 _l ._fl0,334

Arizona S8.3I $99,67 79_ 320 $%905,_t_?.

Artmt:ea_ $8,23 $99,00 ][),)Sl ,1,07-.4,729
C_li ?ornia $3.34 $I00,02 3 434,0B2 gSgS_4 90,_ $._

Co]or_do ,_10,0O $12_ ._O _, 759 $_fi91,050

COnn_c_aat $_.0:_ $96.9.6 58 972 $5_6'76_889

D*.la_,a_ _: ,_ 7 $9fl,04 9,9,55 $221,051

DO $7,32 $87,g4 I_;325 $1_258_2_?

Horld_ $10,00 6120,00 1,_3,P2] _17,270,.546
Gno rSJ_. $l.0.O0 $I20.00 70 7_t _,$_,._91,_3

Fq_.v¢_ii ,_S.2.'_ $_9.00 14:,012 $1,3 37,21._
)daho _9.91 $ _18 ..:_ _.,:,399. $3_495190

[lLi.noil. $7.fl2 I;_9,01 89,625 67,977_286

Indiaag $7,45 _,89,39 41_ I90 $3,681 ] ]5

Iowa $6.96 $03.4S 1_,I01 $L511 046

K*,n_ $g,_2 $10._._7 14,151 $].4.ag,204

l(entuclg $9._6 $I 18 ,Z9 61,789 $?,3t)9o219
[,,ou i._iana $_ 3,3 _99,00 20, _'5_ $ZOa4,7S3

Ma_ne $9,93 I;119.19 g1_837 $9,7_4_343

M_h._d $9 ,l I $109,33 4,13..° _d$2_553

M_a,;hu_¢m:'t _ 69#2 _119.04 t70,66d $20,_18,902

MichiSa_ $_ 11 ._9_.5a 1.1_,$9S g 11:4_9,5_S

Minnceot_ $7.04 584.44 49,703 _d.,__7,110

Mi_i:_ippl $I0.00 $120.00 29,746 $2,729,464

M[S0Oufi $7.0_ $84.97 34__9 $%936 422

Monttm _, $lO,O0 $120 O0 15,878 $1,905,390

Neh m._ka $9,43 S i13 15 25,565 )I,76L]79

Nevada ._7.87 $94.49 37,834 $.%,_76,901
INew .[..-/-am__[_ira $8 .I7 $98.0_ "/,526 $738,167

New J_1_,y S7.9:_ $9S45 =:9_3d ,_4,'](29,0S2

N,_ M_ieo. $IS,Co $12o,oo _9_055 55,L_8_,597
New Y0 rk $9,_3 $117,99 506, 706 559,787..604.

No_lt C_ol ira. $.0.72 $ l ] 6,61 101_953 51 ],8 g�, I(_3

North DaJ_t.% $I0.00 $120,00 19,574 $2_4g_945

O_o $733 $87.99 28_, 64,a S25,222,329

Ok]g.h ora'_. $7,78 $93 36 l 1B,da2 _ 1 l,o.q7, _d 6

O_¢g0n 510.00 $1:2.0.00 3g, ,c.27 g4,6 ] 1,2 70

ven_yl.vanla _o ,03 $108.32 94, 99t $1 tD,289,._g_

_hode _el_d $9,92 $1 ]9,04 4%058 $5,24_6_8

_outh CaroHnz $9 28 _119.72 2_ d82 59_'11,3 _.0

South Ds_com. ,?,g.2_ $98 _a7 26 693 $2_d28,559

,l"onttO_s, $9._9 $11_,70 47_90_i _5 686_23$

Tc_ $R.90 $10_.81 45'[_642 g48_24_.163

Lkn.h 69,94 $119.22 1_',_d�. $_.R3g,D49

Vermont $9,93 $1'19.20 29,212 $3 4flI,989

vi_inia t,.a.44 $113 22 21, 233 5%',_15,_ 1

W_,4hI_,_:o_ $9 A2 $115.40 Z6, 9_3. g 10,037,727

We_ VJ_,ini:_ $9 r23 $11 1.00 5,0 I0 .$$_ _] 72

Wizeongin $7.72 592.68 _.5,_76 $6_039,047

WyO m [_I_ $I0.00 $t2,0,0l 2,2.12 ._26_,_0_

3htionwide _rot appll,,bl_ Not *,_plJcCb]¢ 6t827_000 $?_a_9OOtO O0

5,_l:i_a_¢ of month]y [%dotal e_enditums i,_¢lud*x, the S_b.'mvCb0rF.i_ Chtwg¢ CSLC), $1,75, aad amj Federal tnatohin 8 _uuds for
flaat."tare. SLC .'m_ou.nt_w_ e._l:ima_cd._n a ¢wmpany-by..¢omp_ny bazig,'rodam b_.t_'d On _[0S s_l_.b[lshe4 by theCALLS _tnd

MAG proceedill_ZlThe S f.,C'foreach$:_ar)j__twolghtod avorage b_ed on.thenumber ofLifelIas m_b_cribevsserwd by each
c_r_r i_the State,
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Section 2; Change to baseline: effects from the neW policy
T_ble 2,A

Estimated additional Li feli_e-eligdNe llouseholds using a nationwide 1,35 PLC (Year 2000

(Tab]_ ] ,A) b (CPSH d_.ta) _=b/.x

AddltionaJ hou=¢hotd_th_,t Add_tlot_al ]tou,*e]'Jol.d_ (%) that

Stata Houesltold, would qu_.[i_ _th a ] 35 PLC i .W.oul_ _t,lj_Y__Wii_Llt_d,_._,_,

A1e,b_.tl?_, [ ;743,574 187,9.80 t 0 _A

A.l_.¢ca. 2'17,746 1Z,881 5.9%

Azizona 1,808,150 185,9(;0 I0.3%

Ark_n.._._ '1.02&805 105,820 103_,_

Ca]iforeia, 12,086,382 0 0.0%

Colorado 1s602,410 122,432 7£%

Conn,mctieut !,286,753 74,674 ._,8%

Delaware _*&2O0 t 8,646 6£%

239359 0 0,0%

_Io_d_ 6 065,548 630,048 10,4%

C'reorgia '2,9,'i0_929 '2(_]..,620 8,9%

Z"_,_x_ii 41 l,,11 l 9,996 42%

7oh.he 481,148 0 0,0%'

t llinoi_ 4,574,2,46 287,799 6,3%

In4.t_. 2,301,252 179,_94 751%

Iowa 1,.148,540 84,158 7,;3%

I'_angz_ 1,044,615 1] 3,60,'_ 'l'0.9%

Kantucl_ I 549,172 166,329 10,70/.

Louizianz. "[,S09,0_£ 204,829 12.7_

M&ine 497.04 __ 28,87S _,8_,4

Ma_II_d ],988,9gg 169,010 8.5%

Mlssaehusctts 2.,466,124 194,536 7.9%

Mlehi_n _$:[0_8I2 O 00%

Mirmo=_o_ ],848 276 ]23.972 67%

Mi=i_t[_I 1.0_9,S80 ] 05.691 10,2%

Mi_ourJ 2,170,965 66_ 17 _.1 *.4

MonLaaa .356,967 51 #65 14,4%

l,febr_k_, 6_3,743 66,005 10,1%

N_vzda 684,256 0 0,0%

New Har_. _hire 465,200 22,82.4 4.9%
l_T_wJ_ey 3,044,_60 233.809 7.7%

N_w Mo:deo 668,708 105 012 15.7%

_w YnH< 7,037,711 553,8._ l 7,9%

North C_ro]ina 2,948 596 280,021 ._.5%

Noah D*_l¢o_ 256,_ 6 35,9 g 7 t 4,0%

OM_o 4,520,694 287,402 6,4,/.

Olda,bma_, 1,336,253 142.085 I 0,6%

Or_on I_.q41_046 0 0,0_

?enn ._'lva_i_. 4,667_88_ 257,976 5.5%

Rhnd_.3",'I1_.nd. 387.A22 33,092 8,5%

_outh C_.roli'n_. ] _543_700 ] _1,571 8,5e_

,%u'_h Dakot_ 2,g1,747 17:661 6.3_

l"¢nn emee 2,141,233 34,677 1,6%

Ter,_s 7,436,436 I04_501 1,4%

I3'l:.a.i_ 678,741 O 0.0%

Vermebr. PA0,122 O 0.0%

Vffgtnio, 2,4;51,584 213,49 0 8.1%

Wi._h INgl:n_ 2,30% ]74 19 O,gl 2 8:3_6

We,_. Vlrgini=, 756 595 97,140 12._"A

Wisconsin 20027,0_0 14 _.,50_ 7.1%

W.v on/ag 192,9B(3 20,488 105%

N_t'}.oawld ¢ '[04 _782_000 61368_000 6, 1%
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Section 2: Cl_ange to baseline: eff¢c_,vfrom the new policy
Table 2.B

Eqtimate.dadditional Lifeline-eligible households 1]sing a nationwide 1.35 PLA_(Ye_.t 2004)

a(T_.bl_1.c) b(T_bloP..A) ==a,%

Por_¢.a._ad Addifiou_] h¢ll_¢holdg (%) _h_, Additional househ.old_, that

Alab_'a_ ] ,784,65 5 1'0,7% _91,692

AJ._l:a. 1.89,279 5.9% 11,1 ,_7

Erl_ona 2,t00_528 ]03% 2!6,0_9

:_]J rorni_ 13,512,47g 0,0% 0

Color_do _,7D7_31 _ 7,_% 130.447

Conoe_tl0ut ] ,:_23,751 5.8% 76,821

Dcla.m.r_ _,2g_809 6.W, 21 _7_

OC 251,706 O.O_ 0

[:loft da. 6,17_,667 10.4_ 6_11,279

Oeo_a g,151,149 8,g% 2"t9,_71

_wa.ij 405,787 4,9% 19,71

ra._o 5g$_227 0.0% 0

I_linois 4,809,640 6.30/0 302,609.

_4_'u.n_. 2,391,601 7.8% t.85,749

[0 _r_. ] .183,942 7,_% 86,752

Kansas "t,097_042 'I0.9_A 119,307

Kemu_lcy I ,.59.8,049 10,7_A 17[,577

bo ut._izna 1,527,772 I2,7°1, 194,478

gains 459,171 5,8% 26,675.

Ma_iland 2,095,840 8.5% I.7_,094

M_h_,s_t_ 2,6_4,62:9 7..0% 207,828

M lobi.g,'a.n _,588,965 0.0_ 0

m_inao_ot,, 2.,005,000 6.79,'_ 134,4 _4

M_1_i_] 1,054,67_ 10.2% 101,215

Mimo_r[ 2,320,481 .'4.1% 71,526

Mont_a. 350,545 14,4% 51,837

bTsbr asks, 679,171 I O.'i % _ _,'i73

bleva4a. 706,092 0.0% 0

New K_him 497,733 4._% 24,420

New ._r_.. 3,_70,004 7,7_'. 238,80l

N¢_ Msm_o 71 _-,173 15-7% 11.1_995

Now York 7,191.899 7.9% 4-65,965

North CamHrz_ A081,512 P._,4 _.92,644

NorthD_.ko & 265,131 14.0% _7,'179

Ohio 4,7B 0,200 6 A _,4 ,_C_,'/)._.

Ok2a:lloma ] ,357.88 l 10.6% 144,6DO

0 tog oi'_. 1A81 ,£;I 5 0,0% 0

Pona_lva._.t_ t4_680,767 5,,5oA 2._$,688

Rhode l'._land _56,_97 8,5% 30,4_2

South Caml_a_. 1+770,840 8.5% 150,PS1

8oath D_,kom 273,920 6.3% t7J 71

e'anee_so 2.052 $67 1,.6=A 33,_.,4.[/

ex_.g 8,139,467 1,4_ 114,380'

Jtah 685,59_ 0.0% 0

V_m_on t _30,202 0;0% 0

W_._hlngton 2,49],848 8 3% 206,5_8

Wast VizBioia. 7862 84 12.8"6 100,9_

Wisconsin 1.875,267 7.1% #32300

Wyom_ B 207,522 10,6 °& 22,0_8

bTg_onwids 1]0;0¢9_000 5.1% 6_6_4,000
• , , ,,

Asm_ma_ tlxgt them would be no met_utabte I.trpact from _ ate,re with a. _.._!_PLC ahaagi.n8 it to _ .135 _LCI
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Section 2: Charge to baseline: offects fiom the n.ew ,policy
Table 2.C

Regres.,d.o,nanalysis: Would Lifeline take l'ates I inerea_ d_ to

a nation.wide implementation era 135 PLC7

Rcg_,doz M_d

DeperldenL'y_.ri_.b],.: T.,_lrellt_etake rata=

Amo,ant thg4:zt_,_'z PLC J.__bo_. t ,25 _t

C,.lifnrnia

T_I:a} _tup]._e,t'l:
Co_._l_.n1:

$pecifiea_io_ 1 (Lea, Ra.ge)

0582 _70

1.0,,11 -_.70

0.017 I _3

-0022 ,0.22

Specification 2 (gigh Range)

0.682 I.9P

1.015 £53

0,13g 5,49

S_rn?lesis; 51 , R_=
.., , • , .

0.5562 0.5312

_: Yeg, _r both ep_ificatlorm, th_ ¢oe_idezt on "Amo_lnt th_,t _tsters.PLC'is _bcrv_ 1,25" i_ p,_ffitjve
j and _lal:iatiea!]y =i_i{'ieun t,

Rt_.lt

Q: If, ,_e without _._PbC (or_. ,_ta._ -_ith _.PI.,C below 1 ,_5),.rle]er] n. 1,35 PLC,
h_v much w_dd. _he tak-_ r_te mcm._ne?

_n_yeg8_ [9.

Amount 1.3_5 PLC portion that Would

Coefficient .jz,_b0v _.1,25
Low range: 0582 0,1 0,058

High range; 0.682 0.1 0,6_8

Nol:e_:

Th,. LiFeline take rat: i,_ tl:e ttumber,_1_hotv, d, old_ th.nt t'_ke LiFeli_¢ dlvided bFthe number ol_hou_b.okt_ with

income _.torbe]o_, 1,5 _rnes the pm,_rty" leve],For more in_orm_on on theregr_zion,_eeAp,0enclix I,

I.Signlflc_nt _t the 10% level in a two.t_led test.

a For i_,Tt_nee_ if_ state ha:_ a 1.5 pcw_rty l_vel criterion, then the varir._ble has a val.ue of 2'5 (=1,5 - _..25).

7.f_. _-_,tc h_,s no po_ T level :fitefi._,, or ir the state's povert3.- level crit_.fi_, is a,t or below ] .25., then the _fiabIe
h_e. a _d_._cor 0.

T_i_ me_.:n._ th_.t if_,._t_,_rai.'_cd ik_ PLC from 1.23 to1.35, then, on averag% the pereenta£9': of poor

hoa_eho]dn that _ke Lffhli:_c we, lid ri_e _7 6.8 pcivcntag, e poial:_. _i mi],.fly, on _.ver_g% _. a_te _dding

a Z.35 RT.Cx_,hcret_oI_LC e_i_,l:ed vaould i_cre_-._ if_ Li_'¢line ta'k:=r_te by 6,8 perceat_.ge pt_inta.
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Sectiot_ 2: C,ba_ge to baseline; effects [tom thc *_ew po[:[ay

T_ble 2.D

E._timated additional Li['¢'li.ne subscdbershJp with a nationwide 1,3_ PLC

a (CPSH daI"l b (T.b1© 2.r,,_ ema*b

Hou_cbold-_ _,4th inc_m¢_ at or b¢low A¢16fl{a_al ho_,_el_t_ld_ 17tl_t Addh_,m_1

.l.5 tim¢e, the poverty lcvd ill e.lm_c_ w_fld lake Lifeline Lif¢l_: takers

1.5,.o_9,000 5,,_% 92S,ooo

• ts,._._o_ooo G.8% bo% oo0 .

Q: O'F tM: 110usebr_Idt.fllat wollld t, eco'me ell#No to |,ke [A'l'el:ln_ becmt_¢ of a 1.3 5 PL, C_ wl'_t percent,go would ¢I¢, _e only

l_:..._e of the ],35 PLC.?

A (Cohtron _, _t_vo) t_ (T,_ble 2.A)

Additio_,I hou_ellold_ 1.1lg.I. Addi_iowal hou_et_.Jds that

would, h_'_ tak¢_ Lifeline w_ld.tmve bo;orne _1i_1¢

duc.,to a 1.351U._,

Low _t,8_: 928,000 6,365_000

l-.lig]_ __%q_: ),0_0_0O0 6,368,0t10

A: Ia.,6% to 17.1% t_frl_¢ ho_lselml_ tha.t wo.ld 1_¢com¢ el'¥ble for LiFel1_e would _'F,.';c'T'JI:_c.

i=

C=-A*_

?am:el_ta_ze oft*ew]y dig_ble

hc_hold$ fh_J: would

14,6%
17.l%

t The t_og1_io_ :tnil.lyc[$ 2pt'c_nl_d.itl Tabl _ 2,C cxami'ncd'.r.J'_lhae take. mitre a'mong ha_tehold_ mth "_noom_:. ai; m- _low 1, _ ,l:h'neRfht

federal imVCll:y _fi.--Itlhtcg. TlriB v_ll]a haeh_de._'hra_ahold_ in =t_.te_ wi.thomt _. p_'_erly 1¢_¢t c_ t.zion for Lg_lir_c.
•_._s_tmez t;h_.tstat¢_ w_tB _ Lifcll'n¢ _.-,HMrlon of' ),_ PI,C clt_not cban_.2_ their ¢ri tefig.. Also gsstrn|¢_ that $mmg w[lh 133 PLt2a see 11o

m¢a0uralflo ,tTect £-rotn im#_m¢ntir_ n. 1.35 PLC,

So,,._e: Cart'eat P_,lation S_.rvc.y r_'CBo_]_*holcl._ (.C,PS_) Ma_cl_ 2000 dat_,
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Secti_ 2: Chan_e to loaseli_c, effecm from 1'be new 1_1_

Table 2,E

E,_imated _te-by-state additional Lifeline ._i,tb.qeribers u_ng _t 1.35 PLC (Year 2000)

AI_I_

Azizon_,

C_.l;._omi.a

Oolomdo

D el_wam
DC

Ylorid_

Georsi_.
Haw_J
klaho

[llln.oig

[ndh_

[own,

M_ne

M,_yland

Mi_is_ipg
Mis_oun

b'rebr_ka

N_vsda

Nsw T,I_.r_rpsh1_.

Ig_ l_ie zdco

New ¥0d¢

Nor'dr C'tm lm_

Nor t,hD a,loo'P.'a.

Ohio

Old_hon-a

Or_on

P_rm_lv_nia.
Rhode I_L&_d

.%uth Deice_a

U_

Vermont

Viz_i_iia

W_,hi'_gto,

West Vi}gfnla.
W_r,eon_in

Wyorrd_ g

lq'atJcn wide

a (T_bte 2.A)

Additioagl

tkzt woutd quaJff'y it"

187,_,80

i2,8_1

I S5.9_;0

05220

o

122,4;2

74,674

] 8,646
0

630,0,_S

261,LqO
19.996

0

287,799

179,694
84_158

11g,605

lde,g2_
204,829

28,S7_'

169,010

19a 5g g

0

127,,972

t 05,_91

6_917
51,,465

6&O0_
0

105,012

55&.831

280,02I

35_9_7

287,.102

141055

257,._76

3 [_,092

131171

]7,661

34,677

104,,501

0

0

21L490

1'90,912

97,_4.9

20,4gll

sp%ooo

b (T_b]_. 2:D)

T_J¢6 m.t_#.menB

due.to 1 ,_J _T_..,,C

14.6%

i4,_%

]4.6%

14£%

14,6%

14.6n/_

14.6%

14.g%
14.6"%

146"1,

14.6%

14.6%

J4.6%

1.4.6%

1-1._,
14.6%

14,6_,

14,6%

14,6%

14,6%
14 6%

14.6%

14.6%

14,6%

14,6%
'146%

14,@,4

14,6%

146%

14,6%

14,6%

14,_o

14 6%

]46-",4

14.6%

14.6%

14.6%

14.6%

]4.6%

145%

14.6%

)4.6'A

14,6%

14.6%

14.6%

146%

14 6_,4
I4.6%

14£%

14.6_,S

e,=a"b

A4di tiona[ IL.

t,"dcem dim to

27,202

'I,377
27,10_

1_,42]
0

17,842

1G_'S2

2,7'17
0

91_g16

2,914
0

41,,_41

2_fl g7
12,2_

1G555

24,2 ._9

2_,849

'1,208

g4,650

28349

18_0_

13>_02

9,752

7,500

9,619

0

3,_26

M,OT3

80,709

40,807

5,244
41,81_g

20506
0

37.594

4 322

'19,174

2574

15,27.9

0

0

3_,112

27,$21

'14_t57

:20,913

2,986

Hi_ mnge

(T_ble 2.D)

T&kc t_.t_ _.monB

FIE r_,_ qu_J.l_
due to 1.35_LC

171%

17.1_/_

17,1o3

17,1%

17,t%

17.1_,_

17.1%

17,1%

17,1%

171oA

I7.11_%

17.1_

17.1_

I7.|%

17.1°,4

17.1%

17.1%

17,1!_

17.l_

17.1V0

173 _

17,1_

17,t_

17,1_

17.1%

17.1"A

17,1 _A

17.1_,4

17.1%

17.1_

17.1%

17,1%
17.1%

17,1_I,

I7,1%

17.I_

17,l_

17,l%

17,1_

17,1_

1.7.VA

17.1Q,¢

171%

17.1 _,4

17,1%

17.1%

17,10/_

17.1%

17,1%
17.1%

[7.1%

17.1%

Addition&l LL

t_l_rz due to

_2,056

?.,205

._1,8;0

18>] 13
0

20,957

12,752

_,192

0

107,844

44,781

._,42.1
0

49.262

_0.7,58

19,42*6

28,470

_,060

4+943

2&929

0

21>220

18,0.01

11,454
8',809

:i 1,29g

o

8,907

4%021

17.975

._4,7_s
4 7,9.a.I

6,160

'19,294

24,321
0

44,.157

S,664

22,521

@,023

5_9&6

] 7,887

0

0

_6,._;

2>678

16,,529

24,563

_,507

1_090_00_ . .
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$octi_l 2; ChanBe to baselirte: effects from the new ,policy

Table. 2.F

E_ma.ted .mate.by-sta.te additional Lifeline mJbscfibers using.a i..35 PLC ('Year 2004)

Al_m=

A.rmona

Ark_n_a_

Califolni:a

Colorado

Ccnnoc_.cut

Dc

Ftorld_.

O_orBi_,

g._w_Ji

[d_o

Ellino9_

Iowa

Krmr.u_ky
Louigiana

Mmne

MAryland

M_h_lsetJs

]_i_mtri

_on t&yl_l,

b,Tobra=_

N_wda

New H_np_hi _

N_.W]om_y
Nsw _×ico

N_w Yo&

t,To_h C_mlin_

BTdttbD_k01!_.

Ohio

01dahom_

Or/0go_

Pcnn_ylvzrd_
R2_odeIsland

Sov.th C_tolinz

SouthDeko'_.

Tc-_,_

Utah

V_rnnon_

Vh'gil_.,.

WegJt_f_gton

W_t Virginia.

Wyornin_

N_gt0n-_ido

A_di_oo._l I.-lI-t

191,692

11,197

2 ] d,0_.9

0

]30,447
76,82,1.

21,273
0

641,279

279,_71

19,713
g

2O2,609

186249

1_9,307

17t ,.577

2& 675
'[7_.094

207,828
0

107,215

7_,526

51,S_7

68,57_
0

2_,420

2&r,801

111,9_5
56fi,965

2.o2,_14

_7,179

300,722

14_.,600
0

30,4_.2

150,931

17,m

114,_80

0

0

224,9._.o

2_6,5_ 8

100,073

I32,700

22,038

'66_4 000

Low v'_ge

T_¢e t_t_ amon 8

_r_ that qlJali_g
_ue _¢1.35 PLC

146%

146%

14._/_

14,6%

14,L_/_
14.e'&

14,6%

14,6%

14.6%

ld._%

14.,6%

I 4, _

14,6_A

la._

14,_%

14£%

'1_. 6n/_

14.6%

14£%
I,I£%

14,6%

tz,6%

14.6%

14.6%

1.4.6%
la,6n/_

14£%

14.6%

t4.6%

1<6%

14.6%

t4,6%

14,_%

1.4.6oA

14,6%

14.6%

14,6%

t&_;%

'1_.6%

t4.,_%

14£%

14,_A,

14£%

14,6%

1.4,6%

1..'1,6_

1.4,6%

14,6%

]4,6%

Add[_bn_lLL

'[-zke_due to

27,,035

1,63Z

31,492

16.1 ?A
0

i%olo

1lj95

3$00
0

9_,453

40,712

2,87.3

0

a4,0_

12.642

17,3_6
25,0_

28 341

3,887

2_,95_

-_02.g7

0

19,591

10,42_

7,55,_

9$93

3,5_9

_7,715

82,477

_12,647

5518

21,072

0

37,698

4,436

21,99_

2,_02
4,845

0

0

32_780

30,0_8

14,715

i9,3"_8

_,,2] 2

._,7,ooo

l-I i_thrange

4 (T_h]_2.D)

Ta.l_ r_.t, ,_o_8

th_-t ql__Iif'#J

d_c tv1.35 ILLC

17.1%

17,1.ol,

t%l%

17.1%

17,I_

17.1_,4

17T_,

1'7,l.%
17,1%

'17.L%

17.1%

17.1%

1%1%

17.1%

17,1%

17.1%

17.1=,4

17,1%
17.1%

17.1"4

17,1._
17,1%

17.1%

17.1_

17.1%

171%
17.t%

17.1%

l%1%

17.1.%

'17.1%

17.1%

17.[%

17,1%

17.l%

17.1.%

17,1%

17,Toz.

17,1_4
17.1%

17,1%

17,1_

17.1¾

17.1%

]7:.%

1'7t%

]7:.%

17,1_A

171_A

]7,t%

171%

17,1%

_=a'd

AdditJon_lLL

talents clue to

_2,812

1,917

]8,939
0

22,328

13,149
3.641

0

109,7_7

3,_74
O

51,797

14,849

20,422

2g,36_

4,_66

_,_74

0

2L011

16,3_2

8,073

].L_7

0

4,1_0

4,4_29._
; 9,170

96,875

50,_1

6,3 _

51,474

24,731

0

44_279
5,211

2L835

2,939

5,5_I

0

3g,_02

3._,353

22,714

3,772
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Section 2: Change to baseline: effects from the new policy

Table 2.G

Legit regression results: Would a 1.35 Poverty Level Criterion

for Lifeline increase telephone penetration?

Logistic regression analysis ]

Dup_endc_tt _de_v__0hte: Do cs the household have to! cphon¢ service7

Coeffi.ei_t Wald Statistically

Indcp_dem _de,_ri,ables _ statislie P-Val_

S_ate has 1,33 or 1.5 poverty levd efit_jom,f_r Lifelin_ 0,1,89 4,52 0.03 Yes

Income (000._) 0,032 30,85 0.00 Yes

Hov-_eh,d:d i,s a mobile home -0.753 47.27 0,00 Yes

HOI!S ebold. Js own ed_ not rertt¢d 0.72g BI.44 0,O0 Yes

Percentage of householders who have Jived them one year 0.521. 45,93 0,00 Yes

,SOmeone in. the household is on food. stamps -0.326 20,33 0.00 Yes

Constant ]..09 ]. ] 60.89 0.00 Yes

Conelusi,on: Yes, the coefficient on "Smt.e h.._.s1.35 or 1.5 poverty level critwion for Lifeline" insm.tisti,e.,,_,y,,signifiCmlt, i

For more iaforms,ti_oftthe ]o_i_.eregrcs_ioa: see Appendix 2.

,2This _tud,y a_sumes _ the effects of _. 1.33 arid a 1.35 Poverty live] Criterion would, not be statistically differenL
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Section 2: Change to ba_lin¢: effects :from &c new p_licy
Table 2,H

Using file logit re_. ession rcslRts; Calctdalin 8 'the numbs: of households, trial:

would have taken telephone service with a na(io_v_Ae 1.35 PLC ],n 2000

Mcaa_ for ]V_ean_

hou_ko[_ (Sg.roe _ column b P_t_:ial c_cct

with m¢ornc except m_,mc_ if_.11_.to_,

Co_fioicnt lczsthan 135 Pr_rtlal _.[]statesadolSt implement I .)5

Variable _ _o,rer_[.e",,...gjeffect _ _',,CforLil_eline

$_l:e. h_.._ 1.35 or l. S cRteri_,for LL 0.189 0.19 l 0.0,,_6 1,000 0,189

Incom0(d olla.r valuc_ in 000_) 0,032 9.873 OJt 6 9,873 0.316

Li.ves in a mobile hor_ -0,75-_ 0,08_ ,0.06_ 0,03_ -0,0_3

Qwns home, 0328 0.424 0,309 0,424 0,909

P_r_eat tq .L-q1 ivcd there one yc_.r _].521 0,801. 'OA 18 0.802 0.,1.18

On rood stamps -0,326 0.259 -0.082 0.2,52 -O,Og2

Con_)tsn_ 1.0¢)_ 1.000 1091 1.000 1 .O.O1

Z = _um o_' pa,r tla[ effec_ 2,02.s 2, ] 70

Pcnetr_,l:ionamong _1EI w_ thincomc_ be[o_ 1,33 PI.C = I/(1+c_)_

Year _000:I-Io_11old._he.l_,J L _ timesthc po_r_, ]evel.

Year ).0Go'.I.-Zo_ascholdethztw_ld h_ve _cn phone zerviccd_c t:oLiFelincch:tn_:c_

Year 2004:Wo_ zcholdsbelow I.35 times_1__ poverty ]_c13.

Ycat 2004:Households thatwould ha_ take_ i_honesor_qcc d_m tobi.fclit_cch_@:

1 .S_, A

16,_21_000 19(CPS_)

24AOOO C =A"9

17,¢33,0oC D (CI_S_}

_T_l,._._r

As_mc._ thatsta'cezwith 1.5PLC c_iterJ_kocpi.t.

_Forec_t_d u_i_g CP8_ a_,t_..
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Section 2: Change to baL etlne: effects fi'om the new policy

Sectio_ 2: Estimate changes from new policy

Table 2.I

Breakd.ow_ of Lifeline subscribers with a nationwide 1.35 PLC (Year 2000)

Low r_mge:

High r_,nge:

a (Table 2.E) b (Table 2,FI) c=a-b

Households that Households with

would _gn _lp for Households new to telephone selMc.e f_tat

Lifeline service telephone service would sign lip :for

due ,o 1..35 PLG ebje to.L35 PLC L.ife!ine d_,e D 1.3.5.PLG

928,000 247.,000 681,000

1,090,000 2 47,,000 843,000
ii i i _ i i i,, i i ,,,

SecfiQn 2: Change to baseline: effects from the new policy

Table 2.:[

Breakdown of Lifeline subscribers with a nationwide 1.35 PLC (Year 2004)

LOW IB,T'L_e:

High range:

M i|1

a (,Table 2.F) b (Table 2 .H) c=a-b
Households that HousehOlds with

would sign 'up for Houselaolds new t_9 I_l_Taone service fllat

Lifeline service telephone service would sign up.. :for

d_:te to 1.35 PLG_ due to.J._,3S PLC Lifeli_e d_e to 1.3fi pLC

967,000 259_000 708,000

1,136,000 259,000 877,000
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A1abarm

Al_k_

A t]{,'*_v,a_

C_,l_fomtn,
Colom4.o

Dd_,w_w.
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BL.orida
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r?d_o
H11aoi_
[nd.b,_,_.

_ns_B

K_nt_cky

/'d,-,,ir,e

l_azytan4

Miehig2.t_
Minr_emta

MJmlmlppl
Mimoud
Montz_z
N_bra._k_

bT_vmei_

Naw l_T_a_pz_;m
New 1omey

Ne-_ York
North C_zolJaa
North Dakota
Ohio

Okhhorr_

OteBn_

Pe.r_la.ayl_..i_.
R.hod:oL_l._.,d
,qo,th C_,rt_r_n_
_outh Dakma

_tab

Vormont

Vl_taJ_
!Wmh_ns_on

VC£_or_in

Wyoming
lqa._.ort_ ida

Section 2: Change to baseline: effectsfrom the new policy

Table 2.K

Es'timat_d Lifetime ex_ndi,azre_ (Ye_ 2004)

&nmlalfefle.ra.1

mJppot_par

$I_0,00
$120,00
399,67

39906
$100,02

$120_00
$96,26
_98,C_

387,84
$120,00

$120,00
$99OO
$1"18..92

$89.01
38929

$105,87

$I18,29
_99,00
$1"19,19
$1093_

$11904
39B54
SBa.a4
$120_00

$84,97
$1_0.o0
$113.15
$9.4.49
$98.08

395.45
$120,00

$117.99
$11&61

$120.00.
$87.99

$120,00
$1.08.,_2
$119,04

$11932
$98.47

$11870

$10681
$I]9.2).
$I19.20
$113.22
SHL4O
$l ]1,00
,$92.68

$120,0I
_'Totr..p_]_cabie

Low r_ngo
b (T_bl_ l._) e=_b

_'orccagted _or_ca_d.
additional _I_ Jrlcl'_.,_¢dfodcml

l,_.,2aaLIf¢lln_ Lif_lir_cxr:,o_.iture:

27,935 $],352,194
1,g_2 $195,796

1,482 $_,1_7.619

16,124 $i,596,298
o $0

19,010 $2,281_175
1.1,195 $_',077,687
,IO0 $_03,987
0 $o

93,45_ $1.1,2142,23
4O,712 _4 ,_;85J 92
2_873 _234,407
0 $0

44,0._ $3,925_076
27,215 $2,432,78_
12,64_. $1,055,_78
17, _86 $ 1,840.781

25,004 $2,957.764
28341. _2305,772
3,8_7 $4_3,J_ 8

25,953 32,_37.507
30,287 $3_605,_19

0 $0
19,59.1 $]_654,332
15,624 $1.$74,901

10,42_ $885,65B
7,._'54 $906,49_
9,993 $1,130,729

o $o
_,559 $_49,034

_q7,715 $_,599,991
16,321 $1,958A 95

82,477 $9,7_1,71 i
42,647 $4_973,195
5,d18 %,650_165

43,824 $3,_56,130
21,072 $1,967,348

37,698 $a,083 A 07
4,436 $528,_.,5
21,_5 '$2_613.24'f
2,502 _46,405

4,845 $57_, 105
16_668 $I ,750_407

0 $0

_2,780 $3,711,461
30,098 $3,473,227
14,715 31.633,371
] 9,238 $1,7_,256

3,212 $38%403
9_7,000 $105,000,000

Kith r_g_
d (T_bl¢ _,,F) ._a*d

Fore_,._tcd Forecasted

add_t_onn.]_I}l incrca_.d federal
_king L_oLitt%L/l_eljAeJ_nclitu_

32_812 $_ 237, _8.2
'1,917 $229.,9_

36,977 3.a..685,349

18,939 31,874,963
0 $0

22,328 $2,679397
13,V19 31,26&818
3,64] $_6,995

0 $0

,109,7_7 $13_171_9.o5
47,819 $5,738,347
3374 $334,056

0 $o

51397 $4,510,273
31566 $2,857,472
1_,849 _1 _2_9,61.4
20.a22 $2,162,1.24
29_ 68 $__474_09%
3._,P.88 $3,295,_72
4,566 $544,222

_0,484 $3_].2,847
_,5'74 $4#34,696
0 *0

2_,011 $1.94) 1.27

18,.R52 $2,202,200
12_24_ $3,o4o,_a
8,&73 $1.,064,741.
11,737 _1.,_28,119

4,18D Sd09,965
44,299 f21,228,437
19j 70 _.,3oo.,_87
96,875 $11,430,566
50,091 $5,841361
6,364 $763,6_.

51,47d $4,529,290
24351. $231O,786

0 $0
44,279 $4,796,2_
5,211 ._620,.2"/2

25,83'5 $3,092,9_0
2,939 $_89,,_20
5_69] $675,50]
19_578 _,r)-o 1,_1l

0 30
0 $0

1%283 $1218,507
_1,7,14 $2,i 05,128
3,772 $452.,58_

._,136,000 $12._;000,000
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Sect. on 3: New policy; new Mve,ls mga].fing from _ 1.35 PLC (as of]'uly 1, 2004_
Table 3.A

Forecasted new Lifeline _lbsctl-ber_ (Year 2004).

• (T_bls t.C) b (T_bl¢l,C)

Feraca_tgd b_llR_

Foree,_t_d hot1_ehold_ t_king

Itm.._..._s .h.oj_a_hol_ Ltfolin_

Alabama. 1_784._655 2.5_7_2

Al_a 18°,27_ 21,fiOfi

Artzom. 2,100,528 79_320

Ark_ r0o73,633 10,351
C_ll fcmta t3,_12,475 3,434,(_2

Colorado 1,707_313 30 7_9
Cotx-t¢¢tictl_ 1,323,75 [ $& 97_

D *.1_ m'e 328_809 2,255

DC 26].,706 14 325

Rortd_, 6,173.,667 143, 921

Geotgi-_ 3_131_149 70,764

F[aW_I 405,737 ]4,0]_

[daho 53_.227 2.9,392.

[]]mo£n 4,$09;640 89,625

[ncJtm_, 2.391,601 41_ 190

[O_J_. 1,1R3,942 i$_[01
K an,_._ 13097_42 14, 15I

K ¢n_cJ._,y 1,5,a£,049 61,789

Lot_J_I_& 1,527,772 20,_34

M_Jr_e 459,171 81,837

Maryland 2_093_830 4,139

M_g.cs_'d_,_.tt_ 2.,634_625 [70,664

Michigan -%,588,965 1I.(_.$95

MIrm_aotz 2,00,5,000 49.703

Mts_i_s_pi 1,054;673 22,746

Mont,m 359,_45 ]_,g78

Nebra_'a 6"79._171 15,56_

_da 706,09% 37,854

bl_'i-1atfi!o._1_* 497,733 7,52

tqsw J='_2 %37%004 _9,334

Now M_XicO 7]3,173 49,055

NOW3"orJ[ 7,191_899 506_706

Ho_h C'arultn_ 3,081_51.2 101.953

blorf.hD al¢_, _65.,]31 19,574

iOhlo 4J3o..2oo 2,%.6_4
Dlc1_homa. 1,357._g81 l [ _,,44_.

3r_ gon L.481__;I 5 38=42.7

?_.rtn,_ylv_nla. 4,680,767 94_9..Ol

?_h_del,%land 35d,397 44_058

_ otith Cmolin_ 1,770_8a0 23,,1_
$ou_ .Dakota 273,920 26,693

Torme_oe 2,0_2,967 47,906

Te_ g_139,467 4S 1,642

V_ont 230,282 29,212

Vtrgjn_ 2,793,789 2J_3_3

W_hington 2,493,_48 _6,9113

Wl_conAln i_875,267 65_376

Wyoming 207.322 2,212

Nat_onwid_ [ I0_099tC00 6,8_.7_ .QOO

Low rmbge

Addktonal LL

tak_r_cltxto

135 PLC

27,,_35

1,632

31,4_'2

16_124
0

I£_010
1 l, 19_

$,100

0

93,453

40,712
2,873

0

44,099

27,215

12,642

17_386
25,004

2,8,34 I

3, 887

25,,°53

30,287

0

19,591

15,624

]0,423
7,554

9_993
0

%55._

37..7 ] 5

16,321

82_77
42,647

5,41_
43,PGA

2 [,072

0

_7,69g

4,a36

2 L995

2, 502

4,845
16,668

0

o
$2,780

30,098

14,71_

19.33_

3,2 !2

_;7_oo0

d_b4g

N_v¢ total

bouS,ho[_

t_d_ Ll_ellm

_,667

23, ]37

110,80]

26,47_

3,434.0_2

,I9.,769
70_167

14,_.5

237,374
111,476
16,F_85

29_392

133,724

30,743

31,537

8%793

43,9_5
85,724

30_0_3

200_950

116_595

59_294

38,370

44,._2

2,3,432

25,55,.q

37_854

I:_Og5

_7,049

65,376

589,[g3
144,500

24,9ff/

330_4t_t

38_4._,7

:[32_689

48,494

45.477

29, t96

52,751

468_311
19,76_

29_212

S4,113

1[7,08;
_9,725

_4_714

S,424

7,794i000 ...

_f# mago

,Cf_b]*2,D

A.dditlon.1LL

t_kor_ due tO

1 3_:PLC

_t2
1,91.7

3_,977

i8, ,_$9

0

22,328
13,]49

_,_41.
0

47,819

3.374
0

51,797

31,966

14,849

29_368

33.,288

4,_
30,484

35,574
0

23.0 t t

[8,352

I2_243

_$73
t 1,737
0

4,I_0
44,299
19,170

96,ff15

50,091

51o4.7_,

24_751
0

aa,27_

5.2[i

25,835

s,_9[
1.0,578

0

0

38,50_

35_353

L7,_$3

22.714

&TT2

t [36r000

lqswtoi_d

hou_,l_ld,

taa(tn_ Lff'_,line

3B,544

23,422

1_6_7.97

29,29(3

S3._87
72,121

5,89_

253_688

17,387

29,392

141,422

32,9_0

_'l=,J57

53)43
8_.403

34,623

206,238

116_59_

7._,714

4],097

46,g02

24,75 l

27_302

37,854

I IJ06

93_632
_&225

60_,581
152,045

25,938

538,118

143;193

3&427

13%27o
4%2_9

4_,M7

.S_,597
_-7t,220

I._,762

29,212

39, g36

122,336
?,7.,294

8&090

&983

7_9_3_000
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Section.3 New policy:new levelst-emlltlngf_oma 1..35PLC (asC,f,Tulyi,.,2004)
T_l)le 3 .l:J

Fo_ecagtednewLifelineexpenditures_ear 2004)

_._"Polc 1,0]
.A._u,j fs,lm.aI

LI_I+me ,m',pemd it_s_-

+Itho_t13+ __LC

_'3,087,B3_

$1,024>729

$34_,490_485

$3>69]+0_0

$22t+03]
$I,25_,269

$I 7,27o,S4_

$E_,491,(_2

_495_.190

$7,977,1_6

$3_6_2+) t $
$t,51. l,O_d

$]+49_,_04

$7,309,219

$9_754fi_43

$20,313,_2
$1I_4_9,535
,'_.,J 97, ] I0

._,729,464

._,93_,422
$1,_5,390

$1,M],179

$3,576,.¢01
_7_8, t 67

$4,70_',062

$3,88_,_97

$59,787,604

$1l,_89,1d2

_s,_2,329

$4,61!_270
$I o,_89,_88

$2,811_320

•IP.,_,559
$5,6_6,99.25

$4_.d i, 162
$2,356,O49

,$2,415,_18
5_0,_%;'27

$6_059;047

52_s,sos
$'m%ooO#oo

b CCabl_2,1ed o-=a'b
Additiem,1 f_eral Tetnl f_d_ral

Lffblme _xp_n41b.r_ L_hl;n,s,e_pendL_.tr_a

•.,_hA.3__.£L.C witht3+ ?LG
$_39.J 9'_ $6,44%c3o

$] 9_796 $2,77_350

$3,.137,6_9 $[J,042,020
$1,596_29_ $_d21,027

50 $343,.¢_,483

_28t,I. 73 $ 5.,972_28

$Lo_,+_7 $ _?.+a,.+'t6

.$'0 $1,25R.269

$1t_2J4_3 $28,484,_'/0

$4,895+492 $13 5 77s175
._84,,If37 $ [_67i.(_9.9.

53,4951
_,P25,076 $ I 1.9_,_.69.

$1,05537_ $%Sfid,42<t

5t,84o,781 $_,_2_&Z_
_. 957,764 $10,266,983

$4_A_8 5]0,217,,+8L

•._,837+507 .$3+290,059

._,605,319 $23_921,221
-'_ ,$11,4_9,535

$L_332 $S,837A42

$I ,B?d,9Ol $4_60q,365

$Z85,6._8 $3_,8Z%08_

$906,495 $_gl ]sS_

$1J _7_.9 $_891_90S
$0 $3,$7&901

49,o3d $1,OSTpO_

,'P.J.+5_,_,99t $B,3o.o,os3

$J,._._+,ag_ $%8,150__
$9,731.711 $69_S19,315

$4373, I.95 $ t6,8_,3
$650_165 _2_999, I |]

S/,856,L30 $_S,07_.45R
$t,967,248 $ L3,0"2S,194

30. $4,611,27D

$4,0_,,I07 $L4,372_695

$2,6.33,247 g._444,5_7

.g_46,4_5 $%87,k96+

$57_:05 $_261,240
$;_.7g0,407 $50_021,570

gO $_35_049
$3,48 t.,._8_'

33/7t I.,=_:t $6,t26_s79

$3,473,327 ${3,51 I_084

$1 _7.q'2,2_ 37,851_30._

$I05,000,000. SSI4,0OO;(X)O

a.(re.t.,,2,K)
Addlei_a.l Ped'l+ra1

gif_.lJn_ =_pendJl_rat,

$2_92 ?,3'83

$22_,97_

31,g74_gd_
_o

$i,_65_$1g
$356,995

$0

$5,73%247

$o

$_610,273

,I;_ _57, 47:2.
$1,239i6]4

$2A 62_12:4
.tz,_7_og_
$12_,%572
$5,H,2_.2

$3,33_847

$¢22%696
gO

$I,943_[_7

$1,040.266
$1,064,741
$1+328, I,t

$0

$,IID'.Q,965

SZ,3boJ_7
31 i,43o+566

,'_76Ldd3

$+,S2_',2_0

32,x _a,78e
_o

$4.,796,243

$_ .g....272
$],0_,g30

${289_,420

$d7.$,._0_

32,09],2[I
$0

$0

$,+#+%_,+?
$mo79.+,_+,

$ [_,91$ 507

$% 105,t 2_

5+s&_ga
. .$'1_,()00.,00+_..............

To-':.d"hd_r,I

LiffA.mo cxp_dil_re_

$7,o28.21_
,W,8:_0,,S0

$I t,._.%73_

$3¢?,4.%_s
$6,27%44B
$6_84_,707

$._0,44_.542
,I;1,1+230_30
$1,72L27t

$3,493,190

,¢,_PJs%_s9
$S,5_9._.R'/

$%75%660

$A(;60328
$I 0,789317

$$:140,35_

$3J8_4o0

$24+550,59B
_t t,,_5535
$6,I40+7.3?

$<.99t,664

$._,976,698
._.'971_ l .IJ

$_,omg,2P+
$3,s_¢,Po]
.'_IJ ."_,1_'_2

,Ill,Ia6,98d

3'_1.,9.1P_17D
$i 7,73%52,_
53,1 i 2,610

_9,751,61P

$4,611,270
31._0853_

$&S64.9_;0

$2,91'l,979

$2,35¢o4._
$a,481,989

$6,774,785

$I+I,__?._g._
$7.._7d.678

$71 ,q,I_

$832,00%000
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Section 4: Repladng azrr_t criteriawith sn income.based erilerion (Year 2004 )

Table 4.A

BSlJma.ted ho]_seholds taking Lifeline Jf 1.35 PLC were the.only criterion

Lo_ _e t_tt_h =a_ ......

]_Ep_C_0d p _rty'ntm._5_Or _'['Ol28_hO]dg
hotl_ehoklg h_w_0hol,']r,th_.t th_,t oo_/fl

_ qguldnnt_tw t

Alab_.ma 25,7_2 41.2% 10,_9

Alaska. 21,505 77._4 1 {;,558
Ari_:m 79,320 59.8% 47,465

Ark&nm._ 10,351 40.0% 4+T40

C_.lif'om i_ _,,434,082 0.0% 0

Colo_do 30J59 49_ 15.242

Cont_drJ'.[¢UI'. 58_972 S9,7% 35,198
Delaware _.,2,55 58.3% 1,]16

Dis_ictofCo[umbi_ 14,3_5 0.0% 0

.,Plofid_ 14._,921 _1.7_ 74,425

C,'_nrS_. 70,764 4_.8% 35..268

&Ia_tE 14_012 .¶._.1% 7,442

Ic_ho 29,392 2L7% 6,_76

IllinOis 89,625 47.1% 42,191

Inrli_n_. 4t_190 63.4% 26,118

Ie_,,. 18,10] 47.4_A 8 585

Kar, r,_z 14,15] 45,2_ 6,540
Kentudq 6].789 37,4_A 23,087

Lou.i_a_. 20_654 47,85{ 9,87_

_¢mine 81_837 48.2_A _9,422

M_:rybmd 4,1.3.9 36,5% 1,512

B,_g'_chtm _ttz 1"/0,664 54.2OA 92,578
Miohi;_u 116,_9_ 0.0% 0

t_in_o_ 49,70g 54,_% 2_,955

_kZ[{=_I-_,_ipl)i. 22,745 36, 7_/a 8,._54

Montana 15,878 52.0% 8158

N_br_ka 15,565 50,_,4 7260

N_.d.x _7_854 0.0% 0

N_w I-lamp_b_t_ 7.526 60.zt*& 4,546

Now _'¢mc'y 4.9,_,_4 56.5o,4 27,895

Ne_ ]_[ox_.eo 4.9,0.55" 51.4% 25.219

N_' Yot'k 506,706 45._. 2_1"_'.,50_
North Caroltn_ ]_01.,953 42,4_ 4 ._,Z77

North D_lm_ 19,574 5t2% 10,418
0hie 28_,(_ dS._a/, 129_._53

O1¢l&hores, ]15',442 49.0_A 58,075

OregO_ ._8.427 36.7% 14,094

P_n_yJw_h 94,99i I99% 18,92_

Rflodc _v.h.nd 44,058 47.0",4 20.,726

_outh CzrOlin_ 23,482 -17.]% 11,069
South D_kota 26,693 _5.4_& 14,775

Ton_o_ 47,906 39,_% 18,9_2

Tn_n 4_,642 29.0",4 131,12]

Lf_._.h I 9 762 4.4,2% 8_7_6
Vermont 29,2t2 O.0!4 0

Vix_ni,_ %1,_L_ 56.40A 12,028

_¢a,_hingtou 86.98_ 61.6% 53,577

Ws_t "Vir_,tnirt 5,010 _9.2% 1,955

Wie,cor_,t. 65,_76 54.2".4 3_,40_

Wyo,'4,' 8 2,212 51.4% 1,1.38

[',T_,tionwf4e 6,827,0_0 ]8,t_ ......... 1,.4__8,0..00

: ll:i_ assumedthat ,_t_.r_wifl_a, l,fi

A_tdifionn] Total

hou_cho]dn &_t', Lifeline

27.935 _13_069

1,632 g,$79

.:[1,482 6_,_36

16,124 22,_35

0 .q,434,082
19,010 _,521

11,195 _,469

3,100 4_039

0 14,g25
93,45_ 162,.C49

48,712, 75,209

0 23,0]5

44,099 _1,533

27_215 42_287

12_642 22,158

17_386 24,997

25.,OO4 6L706

28_34_ 3'9_120
_,887 46302

25_53 28,581

30,287 IQ_,%72,

0 116,5.05

19:,591 4'2,309

15,e4 _0,0i_

10,42.3 36,702
7,554 1_,174

9,99._ 17_697

0 37,85_
3,_._9 6.579

._'/,71_ 59,152,

16,_21 40,157

8_.`477 ]56,588

42,647 101,32_

5,4 l g 14,575

43_824 2(X),51 _

21_072 _],439

37,698 1t3,766

4,43_ 27,M¢

21_95 _%_08

2,502 147120

4,845 33,819
]6,6(-_8 ._7,190

O 11,026

0 29,212

32,780 42,086

30..098 63,$04

14.?'15 17,760

193_8 49,._1t

_21_ 4,286

_,67,o0o .fi_,55,oo0

-g"_['% _e-Ff
A.ddi _ional Tot_1

l,ou_holds that Lii'atine

@2,8'[2 475,#6

1,917 6,8#

36,977 _,8_2

18,9_9 _,1 _0

0 _,4._4;c42
25_28 _7_846

13,149 _6,923

3,641 4.,580

109,767 179,_6-q

47,819 _'_,,_16

3,374 9,944

o 23,015

51,797 99,231

..q1,966 47,0M

]4,849 2zi,36_
20,422 28,0S2

29,368 68,011

_._,288 44,068

4,566 46.98l
30,484 T_,'I If

35_574 ] 1_1,6_0
o ]16,_95

2@,01_ 45,7_

1L24_ 08,529
8.87_ t5`493

11,737 19,442

0 3'7,854

4,'J80 7,161

44,299 65,737

19,170 43,006

96375 ._70,9_6
50,091 !08,768

6,364 15,521
51,t[74 208,156

74,751 85,.117

0 2__ 34
44,279 120547

5,21l 28_543

25,83_ 382_,8

2tL _ 14,_57

5,691 2,_.,66'I

]9,578 340,099

0 i 1,026
O 2%212

._8,50_. 47,80g

35,_52, 6B,75_

17,283 20,328

22, 7t4 52,687
._,7_ 4,8-46

PI,C (rnsrlma by &,-.h/:i._k)I¢_cpif,
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Technical Appendix 1

Background information for Table 2.C (Would Lifeline take rates increase

due to a nationwide implementation of a 1,.35 PLC?)

Below are the two regression results that are used to determine the effect that a

nationwide implementation of a 1.35 poverty level criterion would have on

Lifeline subscribership.

Regression 1 -Lifeline specification 1.

The regression model calculated from the data is

%HHBelowOnePtFiveTakmgLifeline =

-0.02 + 0.58 x IncElgAbv125 + 1.04 x California + 0.0167 x TotSup.

Explanation of variables fi>r Lifeline regression specification 1.

The dependent variable is the number of households taking Lifeline divided by the

number of households that are at or below 1.5 times the poverty level 1

(%HHBelowOnePtFiveTakingLifeline). For example, Texas had 263,934 Lifeline

subscribers in 2000, and 1,575,172 households at or below 1.5 times the poverty

line. The dependent variable data point for Texas therefore equals 0.15

(=263,934/1.,348,089).

The first Independent Variable is IncEligAbv125. For each state, IncEligAbv125

equals that state's income eligibility level (if it has one) minus 1.25. So, for

California., which has an income eligibility criterion of 1.5 times the poverty level,

IncEligAbv125 equals 0.25 (-- 1.5 - 1.25). For states with an income eligibility

criterion at or below 1.25 times the poverty level, or for states without an income

criterion, IncEligAbv125 equals 0. So, for Texas, which l_as an income eligibility

criterion of 1.25 times the poverty level, IncEligAbv125 equals 0. The coefficient

on flais variable allows us to predict the number of households that would take

Lifeline if a 1.35 PLC were adopted.

t The federal government establishes the poverty level fllreshold, Milch is based on the number ofpeople living in the
household, and whether the household is in the mainland United States, Al,_ska,, or Hawaii, The Current Population
Survey of Households (CPSH) data conveniently list the poverty level for each :family in, the family record porlio_ of
the data,
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So for Texas, and other states with a 1.25 PLC (and for states without an income-

based criterion), the new policy would increase the independent variable from 0.25

to 0.35, or by 0.1, and the dependent variable would increase 5.8 percentage points.
The percentage point increase in percentage of households at or below 1.5 times

the poverty level that take Lifeline because of a 1.35 PLC were implemented
would be 5.8%.

= 0.58 * 0.1. = 0.058 or 5.8%. 2

The second Independent Variable is "California", In statistical terms, this is called

a "dummy" variable, and equals 1 if the state is California, and is 0 otherwise. A

dummy variable is often used in regression analysis to quantify specific effects.

California is the only state using serf-certification with an income-based criterion,
and it appears to have more households taking Lifeline than the CPSH data would

indicate are eligible for it. Therefore, singling out Ca.liforrfia with a dummy
variable to measure a California-specific effect is warranted.

The variable "TotSup" is the amount of monthly telephone service support, that

Lifeline subscribers in each. state receive (TotSup). The amount of total support

that households receive varies with the local telephone carrier. For each state,

TotSup is the amount of support from the largest carrier in that state. For example,

in Texas, Lifeline subscribers in Southwestern Bell territories pay $11.35 per
month less for telephone service than regular telephone subscribers, Therefore, the

TotSup datapoint for Texas is $I 1.35. The more support that eligible households
can receive, the more incentive they have to take Lifeline.

2The coefficient 0.58 is used to calculate the number ofaddilional households that would take Lifeline wifll a 1,35

PLC. lt is multiplied by the number of households at or below 1,5 times the poverty level (i..e., from 0.0 to 1.5 times
the poverty level). Even though those households between 1.35 and. 1.5 times the poverty level would not actually
quafify for Lifeline, tile model coefficient is estimated in such a w_y thaz a correct prediction is made.
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Regression 2 - Lifeline specification 2.

%HHBelowOnePtFiveTakingLifeline =

0.14 + 0.68 x IncElgAbv125 + 1..04 x Californ.ia

When comparing the tv¢o specifications, tlfis one suggests that more households

would take Lifeline because the coefficient 0.68 is greater than the 0.58 coefficient

in Regression l.. So for Texas, and other states with. a 1.25 PLC, and for states

without an income criterion, the percentage point increase in the percentage of

households at or below ! .5 times the poverty level that would take Lifeline because
of a 1.35 PLC is 6.8%.

= 0.68 *x 0.1 = 0.068 or 6.8%.

Additional information about Lifeline regression specifications 1 and 2:

Data sources

The data are from the Cttrrem Population. Survey of Households (CPSH) (March

2000 data), the Unhpersat Service Monitoring Report (Oct. 2002) and

www.lifelinesupport.org. The CPSH data are used to determhle the number of

households at or below 1.5 times the poverty level in each state. The Universal

Service Monitoring Report was used to determine the number of households on

Lifeline and the total support (number of dollars) that Lifeline subscribers received

i.n each. state. The website www.lifelinesupport.org was used to determine which

states had income criteria, for Lifeline, and the multiple of flae Federal Poverty

Guidelines that was required to be eligible for Lifeline in those states.

.Data are aggregated to the state level.

CPSH has data for thousands of households, including whether the household has

telephone service or not. If it were possible to do so, it would be best to conduct

the analysis at the household level to maximize the number of observations and to

account for several demographic factors. Unfortunately, CPSH data do not report

whether the household is receiving the Lifeline subsidy. Therefore, individual data

observations could, not directly be used for the estimation. These regressions
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therefore use data. that have been aggregated to the state level, This means there is

a single data point constructed for each state, The number of Lifeline subscribers

for each state is available from the Unfi_ersal Service Monitoring Report, however,

so the CPSH data are aggregated to the state level. The number of households that

are at or below 1.5 times the poverty level in a particular state is determined by

summing the statistical weight of each household at or below 1.5 times the poverty

level (the statistical weight for each household is determined by the Bureau of

Labor Statistics.), and dividing by 100. (The statistical weights add up to 100 times

the number of households in the state, so dividing by 100 is a. necessary step.)

_Additional information on regression specification

The dependent variable: %HHBelowOnePtFiveTakingLtfeline,

As mentioned above, the dependent variable is the number of households taking

Lifeline divided by the number of households that axe at or below 1.5 times tl_e

poverty level The dependent variable should be a measure of participation rate,

and this requires a measure of takers and a measure of eligibility. An .ideal

measure would have been the number of households taldrtg Lifeline divided by the

total number of households that are eligible. Obtaining a measure of number of

eligible households in each state is not possible, as will be explained below, so a

surrogate measure "number of households that are at or below 1.5 times the

poverty level" is used in its place. As long as the resulting surrogate participation

rate is consistent across states, and. u.sed properly, the resulting analysis is correct.

The surrogate is necessary because of a measurement problem. There are several

states where it is difficult to measure the number of households that are eligible for

Lifeline. This happens most often when states use state-specific programs as

eligibility criteria. Because the CPSH smarey does not ask about every possible

welfare program, the CPSH data camaot always be used to detenrfine if a

household is eligible for Lifeline or n.ot.
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Therefore, an alternative dependent variable was needed.. The number of

households below 1.5 times the poverty level is a reasonable proximate measure of

support need. So, instead of dividing the number of households taking Lifeline by

the number of households eligible for Lifeline, the dependent variable in thJ.s

analysis is tbe number of households taking Lifeline divided by the number of

households that are at or below 1.5 times the poverty level. The 1.5 times the

poverty level threshold was chosen because it was the highest poverty level

criterion used by any state, and it was used. by several states.

.The principal independent variable: lncEligAbv125

As mentioned above, lncEligAbv125 equals that state's income eligibility level (if

it has one) minus 1.25. If the state has n.o income eligibility criterion, or if it has

one that is less than 1..25 times the poverty level, then the chatapoint equals zero for

that state.

The main objective of the regression analysis is to quantify the number of

additional households that will subscribe to Lifeli.ne with the implementation of an

income-based el.igibility criterion. Generally, states using higher multiples of the

poverty level, as an eligibility criterion have higher Lifeline participation rates than

states using lower multiples of the poverty level criteria (or states using no income

based criterion, at all). The coefficient on IncEligAbv125 is used to predict the

number of households that would, take Lifeline due to a 1.35 PLC,

Preliminary modeling indicated that a nationwide implementation, of an income

criterion, set at or below 1.25 times the poverty level would not increase the

number of households taking Lifeline by a statistically significant amotmt.

Because some states use lower multiples of the poverty level to determine Lifeline

eligibility, one would expect that using a higher .multiple of the poverty level

would increase the number of households eligible for Lifeline in those states.

However, basing this independent variable on. lower multiples of the poverty level

did not produce statistically significant results.
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Discussion

Discussion of independent variables:

"California" is significant in both regressions (indeed., it was significant for all
regression specifications m which, it is included).

"TotSup" is positive, but is not significant. It is nearly significant, however.
Further, there is strong economic reason to include it, because it measures a

household's incentive to take Lifeline, so it should not be eliminated from the

model without good reason.

"lncE1igAbv125" is significant in both regressions, but the size of the coefficient

varies, and it is just barely significant (at the 10% level) when YotSup is included.
Other specifications of the lnodel were run that included whether each state had a

particular program as an eligibility criteria. Throughout most of the trial
specifications, the coefficient of Inc EligAbv 125 ranged between the two values

presented in this report and remained significant. Therefore, the analyses
presented in fhis report are very robust.

Low-income Home Energy Assistance Program (LIHEAP)

Other trial, variables are tested, in the regression analysis, but for the reasons listed

below, these trials are not adopted, l-Iowever, when the regression included
whether the state had energy assistance as a method for qualifying :for Lifeline, the

coefficient on IncEligAbv125 dropped 40% and was not even close to being
significant. This trial regression model is contrary to sound, economics for two
reasons,

First, if the results were accurate, it would, indicate that there would be no

significant additional Lifeline subscribership with the implementation of a 1.35

PLC. This is not plausible, because the logistic regression analysis (see Appendix
2) indicates that a 1.35 PLC would significantly increase the number of households

taking telephone service. Because we fred strong evidence that a 1.35 PLC would.

increase telephone subscribership, a similar impact on Lifeline subscribership is
also expected.

Second, if the coefficient on IncEligAbv125 from the Lifeline Regression were
plugged into the model., it would indicate that just 10% of those households that
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would, become eligible would take Lifeline service, which seems far too low.

Currently, over 30% of eligible households take Lifeline service. While the

percentage of eligible households that would, kl.ke Lifeline would sttrely decrease

as eligibility requirements were eased, there is no reason to believe that it would

drop by more than 2/3. Thus, adding a. variable quantifying whether the state has

energy assistance as an eligibility requirement leads to results that are not

consistent with economic theory. That trial regression is therefore not used.,3

Given that fine coefficient on IncEligAbv125 ranges between 0.582 and. 0.682 in all

the other trial regressions, that range is used in this study. Table 2.D uses the

results from the regression analysis to quantify the nmnber of households that
would take Lifeline as a result of a 1..35 PLC.

OLS regression was used using the statistical computer program Stata 7.0, The

regression outputs (below) show the significance of each coefficient.

"_We note that there is some mulficollinearity between the energy &qsistanc¢ variable ,_nd TotSup, A,s 8.pra.ctic_l

matter, if energy assistance is included in the regression and TotSup is removed, then tlae coe_eient on lncEIgAbv125
rct'ams 1onomn_l levels ztld. is signJ:fieant,
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Regression output

reg &_[SHelowOneP_.FiveTeking/ifelime EncElgAbvi2_ Californ,ia TotSup" . . ,_

Source I SS df MS
......... , ..... . + ..... , .....

Mod.cl ] 1,59J.4109 3 .5304703QI

Residual I _,,26974251 47 -027015798

Tota.3. I 2.86115341 50 .G57223058

NUmber of obs = 5_.

F( 3, d7) _ 19,6_

Prob > F = 0.00O0

R-Squared : 0,5562

Adj _-s_.ared = 0,5279

_oot MSE = -],6436

I Coef, S_d, Err, t p>Itl [95% conf. Interval]

In C_IgA_TI25 I .58],5073 •34:22_22 1,70 0,096 -.I06955 1.26997

California J !.040881 .182B073 5,70 0,000 ._737233 1-408038

TotE_p I .0166981 -0102551 _,,$3 O.ll0 -.0039326 .03?3288

Constant I ._.022094.7 ,iOJ,3845 -0._ 0.8_8 -.22605d3 -181.8648

reg
%HHBelowOnePtFiveTakinqLifeline incElqAbv125 California

Source i SS df MS

Model I 2.-5197_515 2 ,7598925'77

Residuel I 1.34136826 48 ,027945172

Tota.l I 2-8611534,1 50 ,057223068

Number of obs = 5_.

F( 2, 48) = 27,19

Prob > F = 0.0000

R-sq_xared = 0-5312

Adj R-squared = 0-51,_.5

_oot MSE = ,16717

I Coef. Std. _rr, t p>Itl [9_% Conf. Interv_],l

I_,cElgAbv125 1 .6_.12 -3423391 1-99 0-052 -.006207 1-370431

C_li£or_.ia I 1.04,5145 -:.856009 S.63 0.000 -6719596 1.4_.832!

Constant I ,3.38013_ ,0_51194 5.49 0.000 -0875073 ,1885192
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Tecbnical Appendix 2

Background information for Table 2.G

(Would a ]..35 PLC for Lifeline increase telephone penetration?)

Below are the results of two logistic regressions. They show the effects that a 1.35

PLC for Lifeline has on telephone subscribership. Logistic regression 1 was used

for the study. Logistic regression 2 tested whether California's self-certification

process for income-based eligibility increased telephone penetration among low-
income households.

Logistic regression 1 -- Telephone Specification 1:

Y -----I / (_ + e - 11.09 + 0.189._1 +-.753- x2 4. .7'28* x3 ÷ .521- x4 4. ,032- x5 +,-0.326.x6])

Explanation of variables for Telephone Specification 1.

Dependent variable:

Does the household have telephone • "vservme. (Y = H TELI..-tltD)

The dependent variable is whether the low-income household has telephone

service, The data point for a. household equals one if the household has telephone

service, and equals zero otherwise. The dataset is comprised of data from only

those households with in.comes at or below !,5 times the poverty ]evel.

Indepen dent variables:

Is the household in a state with a .1.35 or less restrietive poverty level criterion
(X_ ---SH135.BET) •

If the household is in a state that uses a 1.35 PLC for Lifeline (or if the state uses a.

high.er multiple of the poverty level), then SH135BET equals one for that data

point; otherwise, it equals zero. Because the sample is restricted to only those

households that are at or below l..35 times the poverty level, all data points for this
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variable will be either a "0" or "I". Of these low-income housel_olds, 19.1 percent

live in a state with a 1.35 to 1.5 PLC, and the independent variable SH135BET

equals 1 for these households. For the other 80.9 percent, the independent variable
SH135BET value equals 0.

This is the only independent variable used in the cost/benefit analysis, and

therefore the accuracy of its coefficient is of most concern. The coefficient on. this

variable (0.189) is later used to quantify the increased probability that a low-

income household will take telephone service (or fraction of) as the result of a 1.35
PLC.

This quantification is accomplished as follows: When X1 is changed., Y wi.ll

change. For an individual household, the change of X_. from 0 to 1 models the

effect of implementing a 1.35 PLC for that particular household. When modeling

the change nationally, X_ is changed from. 19] (I 9.1%, which reflects the fact that

19.1 percent of the sample households already live in a state with a 1.35 PLC) to 1.

As a result, Y changes according to Logistic regression 1 above (Y is interpreted as

a percentage---or probability--of households with telephone subscribership, and
ranges fi'om 0 to i). When. we change the "baseline" 19.1 percent of low-income

households (living in a state with. a 1.35 PLC) to the 'hew policy" i00.0 percent,

then predicted telephone subscribership among sample households increases from
88.3 percent to 89.8 percent.

Is the househoM a mobile home? 0(2 = MOBHOME)

If the household is a mobile home, then the MOBHOME equals one for that
datapoint; otherwise, it equals zero.

ls the household owned by the householders? (Xs = O WNHOME)

If the householders own the home themselves, then OWNHOME for that data.
point equals 1; otherwise, it equals zero.

Percentage of househoid_ who lived at that address for at lea_t one year. 0(4 =
PCTONEYEAR)
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The data. points for PCTONEYEAR equal the percentage of the adults in that

household that have lived at that address for at least one year.

Total value of household income (X,r = hrTOTVAL)

The data points for each household equal the household's entire annual income
incl.uding the value of transfer (e.g., welfare) payments.

Is someone in the household on food stamps _ (X6 HFOODSP)

If someone in the household is on food stamps, then HFOODSP equals one for that
data point; oflaerwise, it equals zero.

For the results of this specification, see page 51, below.

Logistic regression 2 -- Telephone Specification 2:

Telephone Specification 2 includes all the variables from specification 1, and
includes the variable California.

Califo7 ma. (CAZIF)

If the household is in California, the variable equals one, otherwise, it equaJs zero.

For the results of this specification., see page 52, below.

Additional information about specifications 1 and. 2

Price

None of the logistic re_'ession specifications in.elude the price o:ftelephone

service. This is because the price that each household faces i.s unknown. Different

carriers offer service at different prices, and even within the same carrier, tile price

of telephone service varies from city to city. Because the carrier that would serve

each household is unknown, price cannot be included in. the logistic regressions,

Earlier research, has shown that onaitting the price of telephon.e service does not

affect the coefficients of the other variables in this logistic regression. This is
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because the coefficient on price would be tiny, so any "missing variable" bias
would also be tiny. 4 _

Dt2la sozirce$

The data in this analysis are from the Current Population. Survey of Households

(CPSH) from. March 2000. CPSH data contain information on over 50,000

households. From these data, the relevant demographic information are extracted

for analysis, including: 1) whether the household has telephone service, 2)

household's total income (including the value of transfer payments), 3) the poverty
level, for that household (i.e., household, earnings divided by state def'mition of

poverty-level income), 4) the state the household lives in, 5) whether the household

dwelling is owned or rented, 6) the number of adult melnbers that five in. the

household for at least one year, 7) the number of adults living in the household,

and. 8)the list of subsidies the household receives, which included. Federal Public

Housing Assistance (Section 8), Food. Stamps, LIHEAP, Medicaid, and.

Supplemental Security Income. The CPSH data also includes information on

whether or not the household has telephone service.

Household-level data are used

All the Lrfformation is available for each household, so the analysis is conducted at

the h.ousehold level; aggregating to the state level, is unnecessary.

Logistic regression preferred to "standard" OLS regression

Because the dependent variable is binary (a household either has telephone service

and is thereby assigned a values of one (1), or it does not and is thereby assigned a

value of 0 (zero), logistic regression, analysis is preferred to a Linear Probability

model using Ordinary Least Squares (OLS). With binary dependent variables,

linear regressions can produce erroneous results, such as a household, having more

a Thc fotrn.ula for ¢8]culating the missing variable bins can bc found in many textbooks, including William H, Greene,
E__qg.nomctri.cAnal__.is, at 402 (3 _aed. 1997), Observation of the equation shows that if the missing wfiable is

ula¢orrelated wifl_ an independent variable, them the coefficient on that independent variable is tmbi_sed. A regression
was vu.n to see ifteIephone prices are correlated with th.e variable SF[135BET. Th.e weighted. _versge.price for e_¢h of
the 4] sta_es fbr which price d.a.tnate available was ereat'cd. The variable price was then regressed on the variable

SH135BET. There w_s no correlation, (See Indust_3, Analysis and Technology Division, Wireline Cotnpetit/on
l%rcatt, Pederai Communications Commission, Re_t'enee Book. at 7-8 (2002).
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than a 100% probability of taking telephone service, or a household having a

negative probability of taking telephone service. Both of fl_ese situations are

impossible. Logistic regression analysis avoids this problem, and is appropriate for

measuring saturation concepts such as telephone penetration. The followfiag graph

i llustTates the difference between the two approaches. In the following graph

(taken from the l.nternet), "linear probability model" refers to OLS regression
results, and Y (ranging from 0 to 1) refers to probability, s

Comparing the LP and Logit Models

Y.1

Y-0
"_" .... _ Lo¢_n I_Iree_ M_lel

Unforttmately, logistic regressions produce coefficients that are more difficult to

interpret than the coefficients that OLS produces. A few additional computations

are needed to use the coefficients in the cost-benefit analysis. Therefore, Table

2.H is created, which uses the coefficients from the Iogistic regression to determine

the number of households that would have taken phone service in. 2000 and. 2004 if

a 1.35 poverty level criterion were instituted nationally. The number of

households that would take telephone service because of a 1,35 PLC is then

compared to the number of households that would take Lifeline in Table 2.1,

Quantifying logistic regression coefficients

_ For morc information on logistic regression _nalysJs, ._'_ Damodm. Gujarati, Ba_.___ic_e_cs at 481-491 (2 "d ed,1998).
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Iraa.standard regression analysis, the effect that a change in the indeper_dent

variable has on the dependent variable is relatively easy to measure because it is

linear. When using standard linear regression, a mode/is often expressed as

follows: Y= a + b*X. In this equation, y represents the dependent variable, "a"

represents a constant, and "b" is the coefficient from the regression which, is

multiplied by the size of the ind .ependen.t variable X. The symbol. A is often used.
to represent the change in a variable.

The change in Y caused by a change in X is then represente d like flai.s:

Ay -- b*AX. Thus, the change in Y for a change in an independent variable is

simply the coefficient on the independent variable times the ainount of the change
in that independent variable.

Because logistic regression, analysis is not lirtear, however, the above calculation

cannot be made directly. Instead, two intenrt.ediate calculations must be made.

The first calculation quantifies the dependent variable using the mean values of the

independent variables. The second calculation quantifies the dependent variable

using the same means as in the first calculation, except that one of the independent

variables is set to the new policy level. The second calculation replaces the mean

of the independert t of the variable in question (e.g., a policy variable) with an

appropriate value representing tlle change in the variable. If all states adopted a

1.35 PLC, then. the percentage oflow income .households living in a state with. a

1.35 PLC would move .from 19.1% to I00%. So, in this case, the mean of

SH 135BET (which equals 0.19 i) would be replaced, with 1.00.

For both calculations, y is calculated by the followi.ng equation:

Y = 1 / (l + e ..-rl.o9 + o._e9,x,-,--.753" X. + .728* X.a+ .521 * X,, + .0.32' X s +- 0.326.X6 "j)

Table 2.H explains the calculations. The coefficient values from the logistic

regression, are in colurnn a. The means of the independent variables are in column

b. Column e multiplies col.urans a and b. These products are often called, the

"partial. effects". The partial eff'ects ore then summed to create a Z score. Tlle Z

score is simply a. shorthand way of representing a +bl *xl + b2*x2 +.... Whe_.

evaluating the independent variables at their mean values, the Z score equals 2.025.

Y (the probability that a household wil.! take telephone service) is then calculated:

Y = 1/(l+e-"), which equals 88.3%. This means that, nationwide, households with

incomes below i.35 times the poverty level .have an 88.3% chance of having
telephone service.
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The second calculation is identical to the first, with one exception. Instead of

using the mean value of SH135BET, the mean is replaced by a [. As discussed

above, this would be the case if all states have a ] .35 PLC. Just as before, the

coefficients (column a) are multiplied by the means (column d) to produce the new

partial effect. Notice that for SHI35BET, the mean value of 0.191 was replaced

with 1.00. The new partial effects are listed, in column E. These partial effects are

then summed to form the new Z score, which equals 2. ! 78. This new Z score is

then used in the calculation as before: Y- =l/(l+e_Z). The new value for Y is

89.8%. This means that ifali states adopted a 1.35 PLC, then 89.8% of households

with incomes at or below 1.35 times the poverty level would have telephone

service. This represents a 1.5 percentage point increase (89.8% - 88.3%) ha
telephone subscription rates.

To determine the number of households in 2004 that would take phone service due

to a i .35 PLC, the difference m the Y's (1,5%) is multiplied by the number of

households that are at or below 1.35 times the poverty level. Projections made

ushag the CPSH data indicate that in 2004, there will be 17,433,000 households at

or below 1.35 times the poverty level. Thus, multiplying 1.5% (which equals

0.015) times 17,433,000 households equals 259,000 households. Thus, 259,000

households would take telephone service due to a 1.35 PLC in 2004.

Restricted use of observations and variables

The logistic regression analyses uses only selected observations and variables for

good reason. One reason is to address a specific policy proposal from the Joint

Board. The Joint Board is recommending using a 1.35 PLC. In order to determine

how such a plan would affect households at or below 1.35 times the poverty level,

only those households with incomes at or below 1.35 times the poverty level are
included in this analysis. 6 There are 8,358 usable observations.

A.lternanvely, the s_m.ple could be restricted to households at or below 1,33 times the poverty level because the_ 8re

three states that have a ] .33 PLC. By including households at ] .34 and 1,35 times the poverl_¢ level, we are impl[citly
assuming that those households are eligible for Lifeline even though they just mi,_ qualifying for it.' On the other h_nd,
restricting the sample to hou_holds at or below 1.33 times the poverty line would e×clude m_y more households from
the sample in other states with a T.5 PLC. It is not clear whether a 1,33 PLC restriction is better than ,q1.35 PLC.

Forl_.nately, the results _re the s_me in either c_kse. For both models the coefficient on SR.135BET is visually ide_tice.lwith either ssmple restriction, '
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The number of state specific variables ttm.tcan be included hathe analysis is

limited becauseonly 8 stateshave SH135BET equal to one. Therefore, including
additional state specific variables reduces the accuracy of the coefficient
SH 1.35BET,the important policy variable used to quantify costs and benefits.

Discussion of variables in the specifi.cations

Assumption that effects of a 1.33 PLC are indistinguishable fi.om a 1.35 PLC

As mentioned earlier, tlais study assumes that the effects of a 1.33 PLC are

statistically indistinguishable from a 1,35 PLC. ,Therefore, SHI35BET equals one

for the states that have 1.33 or 1.5 PLCs, There i.s no alternative to measuring the
effect of a 1.35 PLC because no states use a 1..35 PLC.

Further, the fact that this analysis treats states with a 1.5 PLC the same a.s states

with a 1.33 PLC is not problematic. This is because the households in the sample

are restricted to those that are at or below 1.35 times the poverty level. Thus, all

the households in the sample will make the same economi.c choice whether the

state in. which they live has a 1.33 (or 1.35) or 1,50 PLC, because the households
qualify for Lifeline under either criterion.

Inclusion of independent variables

I-IFOODSP was included because it captures the concept of "poverty" in a way that

income alone does not. Participation i.n the Food Stamps Program is an indicator

of special household needs. Without a variable like '.HFOODSP to captttre poverty

in a way that income alone does not, the coefficient on SHi.35BET is negative and

insignificant, which is counter to a reasonable economic flaeory of Lifeline effects.

CALIFORNIA-Urfique Effects.

The CALIF (California) variable was tested as a separate variable in the second

logistic regression because it was included in the Lifeline Model. The hypothesis

is that California's policy of using self-certification for income-eligibility could.

possibly have a unique impact on telephone subscribership that is different than.

other states. Just as California. was singled, out in. the Lifeline subscribership

regressions, one might reason, that the unique policy of Ca!i..fomia should also be

.reflected. in the te!ephorte subscribership analysis. The second logistic regression

examines the effects of accounting for Cal.ifornia separately.
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The results indicate that living in California. does not have a unique effect on.
telephone subscribership. The second specification, shows that the coefficient on

CALIF is not significant, which suggests that California's self-certification policy

does not statistically significantly increase telephone subscribership among

Californians (compared. to other states) with in.comes at or below 1.35 times the
poverty level. 7

The inclusion of the variable California in the logistic regression has a. large

erroneous impact on the primary variable of interest, SH 135BET (whether or not

the household is in a state with at least a 1.,35 poverty level criterion). If the

logistic regression includes the variable California, then the coefficient on

SH135BET is smaller and not statistically significant.8 If the variable California is

not inc!.uded in the logistic regression, then the coefficient on SH1.35BET is larger
and. statistically significant, as expected. This larger Sl:I135BET coefficient is

found because the Lifeline program has a somewhat larger impact on low-income
households in California than .in other states.

Furthermore, including a CALIF variable would compromise statistical accm:acy.

Including the CALIF variable would lower the statistical, accuracy of the income

criterion effect. Half of all households that live in a state with at least a 1.35

poverty level criterion for Lifeline are in Ca!ifomia, so accounting for California

separately would wrongly remove any influence California observations have on

the "national" coefficient for the variable SH 1.35BET, The influence from

California observations should be included in the coefficient for SH135BET, and

so the 2nd model excluding the California influence (by including a CALIF
variable) is not used.

Because there is no compelling reason to account for California. separately, and

because the coefficient on the variable California is not significant, h.ouseholds in

7 Because California h_._above-expected LifMine subscribership, one might expect it to have above-expected telephone

st_bscribership among hou,_eho ds at or below 1,35 times the poverty level. However, the data does not support this.
When resl3onding to the CPSH survey, households hax,e no incentive to misreport their income, so those households in

California that rc'po_i: their income ns being below the 1.35 times the poverty line most likely tea.fly are below that
threshold, The result is tho.t California tel_hone lac'netr_tion follows that of the other states.

Although the coefficient on SH135BET is _ti/I l_OSltive, it is not statistically sig_ifieant, IfS.H135BET is not

statistically signifieant, then it would he di.flSeuit to conclude that states ha_ing a 1.35 PLG (or less restrictive poverty
level criterion) have any impacL on tele.phone pcnetratitrn.
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California are not singled out in the analysis by including a separate CAL[F

variable. Thus, the California variable should not be included in the logisticregression.

Total Lifeline support

The variable Total Lifeline support for the household, is not included m the final

model for two reasons. (See discussion of"TotSup" from Technical Appendix 1.)
First, the total support that h.ldividuals within a state receive depends on the carrier

that would potentially serve th.eln. Thus, although the amount of total support from

the largest carrier in the state was chosen, there would be a large number of

houselaolds for which the variable '°TotSup" would contain the wrong amount of

support. For the majority ofhouseholds in the CPSH data, the location of the

household is maidentifiable, so file carrier that would potentially serve lhat
household is also unidentifiable.

Second, when the variable "TotSup" was tried, in. the logistic regression., it proved

not significant. When. "TotSup" was included, the coefficient on SH 135BET was
smaller, but was still significant.

The logistic regression was rtm. using the statistical colnputer program SPSS

version. 10. The regression analysis computer printouts are displayed below:
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Logistic Regression

Case Processing Summary

83581 lo--5- .o

Missing Cases 0 t .0Total 8358 100,0

Unselected Cases
Total 0 ,0

a. If weight is in effect, see classification table for the total
number of cases.

Omnibus Tests of Model Coefficients
" i

"Step 1 Chi-._,quare df Sig.
Step 291.862 6 .000

Block 291.862 6 .000

__ Model 291,862 ,6 .00_3

Model Summary

-2 Log Cox & Snell N,_gelk'erke--

Step likelihood R Square R Square
1 6138,.25i .034 .064_

Observed
-Step I ' H_TELHHD

_ Overall Percenta_le

e. The cut value is .500

.00

1.00

Classification Table _

Predicted

H TELHHD

.00 1,00
0 1079

0 7279

i

Percentage
Correct

-0"--

100.0

87,1

B
-1S_ep ' MOBI_IOME --752823

OWNHOME .728299

PCTONEYR -521155

SH135BET ,189162

HTOTV'AL .000032

HFOODSP -.326141

Variables in the Equation

SiE.

.109

.081

.077

.089

.000

.072

Wald

47.273

81,442

45.929

4,523

30.847

20.325

i

df Sig;.,
,000

.000

,000

.033

-000

,000
,, Constant 1.09,1223 .086 160.887 1 nnn

a. Variable(s) entered on step 1: MOBHOME, OWNHOME, PCTONEYR, SHI35BET,HTOTVAL, HFOODSP.

e×p(B)
.471

2,072

1,684

1.208

1.000

,722

2.978
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Logistic Regression

in Analysis
Missing Cases
Total

Case Processing Summary

N

8358

0

Unselected Cases 8358
Total 0 .0

a. If weight is in effect, see classification table for the total
number of cases.

Percent
100.0

-0

100.0

Omnibus Tests of Model Coefficients

Model Summary
=

_2 Log Cox & Snell Nagelkerke
step likelihood R Square R Square

1- 6136.356 .035 " n_4

Classification Table _

Predicted

, P H_TELHHD .00

1.00

a, The cut value is .500

H TELHHD
Percentege

Correct

100.0

87.1

Variables in the Equation

Pc'rONEYR I ._17_i I o77j 82_99/ 1 ooo
SH135BET I -083_51 .1161 45'2181 1 .00O

HTO'rVAL I .000032 I -000 I _..520 I I .471

HFOODSP I-.3=29 of o 2I -2-9'-6761 .ooo
CALI F I -222716 J "162 I 19,905 J 1 ,000

.000

- " (s) entered on step 1: MOBHOME, OWNHOME, PCTONEYR, SH1358ET,HTOFVAL, HFOODSP, CALIF.

,473

2.084

1,678

1.087

1.000

.724

1.24g

2,989
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Federal Communications Commission FCC 03J-2

April 29, 2004 Order

SEPARATE STATEMENT OF

CHAIRMAN BOB ROWE, MONTANA PUBLIC SERVICE COMMISSION

Re: Federal-State Joint Board on Universal Service, Recommended Decision on Low-incomePrograms.

This inquiry devei.oped a wealth of good ideas: Good ideas to increase awareness of
Lifeline and Link-up; to better match eligibility requirements with need; to increase

participation; and to lower transaction costs while preserving accountability. Ultimately, all. of
these ideas are intended to ensure that the programs better achieve Congress's goals for them.

In very many instances, the Joint Board recomm.ends that tahis compendium of good ideas

be used by the states to tailor programs most appropriate to their specific circumstances. This is

very much a pn._dential, "cooperative federalist" approach to acllieving the programs' purposes.
It encourages state creativity. To succeed, it will require greater effort and engagement from

many states, including my own. Specifically, it will require close eoordi:nation between state

public utility commissions, state and local human services agencies, the industry, and otherstakeholder,_.

Consistent with cooperative federalism, I hope this recomm.endation will. also stimulate a

multi-directional dialogue, with states sharing successful strategies, and reporting back through
some efficient medium on their implement_ation of this recommendation in ways that will
provide u.seful information to the FCC and to others interested.

I am pleased that the Joint Board gave this referral the same close attention it has
afforded, the other important issues with which it has recently dealt.



SEPARATE STATEMENT OF

COMMISSIONER LILA A. JABER, i_LORIDA PUBLIC SERVICE COMMISSION

Re: Federal-State Joint Board on Universal Service, Recommended Decision on Low-Income
Programs.

An important aspect of the Federal Communications Commission's (FCC)mission is to

ensure that telecommunications services are available to "all the people" of the United States. To

that end, the Low-Income Program has been designed to assist eligible economically

disadvantaged households that want, but cannot afford, telephone service by discounting services
provided by local telephone companies. I believe that this recommended decision, if

implemented, will improve the effectiveness of the program by addressing issues relating to
sustainability and accountability. I wish to thank my colleagues on this Joint Board for a
balanced and well-reasoned recommended decision.

I am optimistic that this recommended decision will ensure that those customers that need

assistance will be eligible to receive it by expanding the list of federal eligibility criteria; I

support their inclusion. The long-term sustainability of the program requires effective

accountability. Several states have taken such steps to ensure program integrity by utilizing

automated enrollment procedures both to add eligible households and to remove them when they

11o longer qualify, I am pleased that this recommended decision has been used to highlight

successful strategies that states may consider implementing to improve participation in the

program. I am especially encouraged by the recommended decision's proposal that would

require states to establish a verification plan. While I have doubts about the use ofself-

certi:fication as a metals of verification, I trust that the flexibility recommended for state

implementation will successfully root out any waste, fraud, and abuse that may exist in the
program.



SEPARATE STATEMENT OF

BILLY JACK GREGG, DIRECTOR OF THE CONSUMER ADVOCATE

DIVISION, PUBLIC SERVICE COMMISSION OF WEST VIRGINIA

.Re: Fcdera.l-State Joint Board on Universal Service, Recommended Decision on Low-IncomePrograms.

According to the Cornmission's latest report on telephone subscribership, 95.1% of th.e
109 :million households in the United States have telephone servi.ce. _ This is a remarkable

achievement, but it still falls short of the goal ofuniversaI availability and affordability of service

set forth in the 1.996 Telecommunications Act. The fact that 95.1% of homes are connected, to

the telecommunications network means that over 5 million households in our country do not
have telephone service. Moreover, this number has remained persistent. Since 1990, the overall

number of households and. the perccntage of households with teleph.one service have grown,

while the number of households without telephone service has continued to range between 4.8and 6.4 million. 2

The loi.nt Board. and the Commission took action in 1997 to address the large number of

unconnected households in our nation by expanding the federal Lifeline and Link-Up programs.
Since that time 7.4 million households have been added to the telephone network and the

percentage of households without ph.one service has dropped. '_ Unfortunately, in spite of these

eflbrts and the efforts of the individual States, the number &households without phone service
remains high.

Poverty is obviously the primary factor limiting the ability of unconnected households to

join the telephone network. Low-income customers are significantly less likely to have

telephone service than are other consu.mers. 4 The federal Lifeline and. Link-Up programs

provide numerous options to low-income individuals and families to overcome the cost of

obtaining and. maintaining phone service. The Link-Up program will pay the lion's share of

local connection charges and provides for the waiver ofaU deposit requirements ira customer

opk_ for toll-blocking service, Onee a household is connected to the phone system, the Lifeline

program provides substantial federal discounts off of normal montllly recurring charges, and

encourages states to add discounts of their own, In sorn.e eases, these discounts can represent

90% of a regular phone bill. However, federal and. state programs to assist in the payment of

phone hills are of no use if a. low-income customer cannot get phone service because of an
outstanding balance for unpaid local and/or long distance service.

f Telephone Subscrihership in the Ut_itedStates, FCC Wireline Competition Bureau, IAD (Feb. 12, 2003) Table I,
ht'/__r-e__ eZ_gEg--rts/FC¢-St_.te Link/IA .n..su_/.Eu_Q._.2.p_4_dfi- - ' ' ' i I , ..,, . .

The number of households without telephone service last topped 6 million in November 2000 and has only dipped
below 5 million once, in March 2002. Id., Table I,

_ld., Tabte l.

The telephone.pcnel:ra.tion ,'_.tein households with annual incomes below $5,000 is 78.9%, rising to 99.3% in
households with annual incomes above 575,000. ld., Table 4.



I believe a ]arge number of the .5 to 6 million households that do not currently have phonc

service, do indeed want phone service and can afford the discounted Lifeline monthly charges on
a going-forward basis. However, these customers cannot be connected to the network because

they have previously had phone service, lost it ;for non-payment of local and/or long distance

charges, and cannot afford payment of the unpaid balancc. In short, the outstanding balances
from previous phone service for these low-income customers stand as a barrier to these
customers reconnecting to the tclephone network.

In taking further action on modifying the Lifeline and Link-Up programs, I urge the

Commission to solicit data from interested parties to document the number of customers that

remain disconnected because of prior balances, and the number of qualifying Lifeline and Link-

Up customers who are precluded :from obtaining service because of outstanding balances for

local and/or long distance service. The Commission should also investigate whether changes can.

be made to the Link-Up program to address these prior balances for local and/or tong distance

service. 5 Such changes could include reconnection upon agreement by the qualifying customer

to pay off the outstanding balances over a period of months - for example, six months or twelve

months - in. equal mor_thly payments. In return., the customer would be provided with Lifeline

service with. mandatory toll blocking until the p_st due balance was paid off. The Commission

could also invite comment on whether :it would be appropriate for the l_ink-Up program to pay a
set percelltage of the past outstanding balances for local service, _nd whether such payments
should be contingent on state matching payments.

I applaud the work of the States, the Commission and the Joint Board in attempting to
make the Lifeline and Link-Up programs more effective, ILsincerely hope that the

Recommended Decision which we issue today will move these efforts forward, However, we

must never lose sight of the fact thnt our goal is to connect the unconnected and to keep phone

service affordable for everyone. We must continue to search out and eliminate programmatic

and struct_aral impediments to greater participation in the telecommunications network by all of

our citizens, I believe expanding Lifeline and Link-Up assistance to address the issue of past
balances will go a long way toward eliminating a major hurdle faced by low-income customers

in attempting to become fi.dl participants in our globally connected society.

_ I recognize that the F :f_hCircuit hns previously held that a rule prohibiting disconnections of local sercioc .for non-

payment of long dist_rtce bills exceeded the C,ornmlsslons.lurlsdlctlc, n, ahsent additions] justification. Texa._ Qff_r'e of
Public, Utifity O_un,¢et v, FCC, 183 F,3d 393_ 424 (5_]_Cir, 1999), The issue ] raise now is the different but related issue
of whether the Commission may properly design a program to zssist in reconnecti.ng low-income customers to the
network. Such a progr_.rn could involve psrtnering with States or providing inducements to the States to reconneclsuch ctJstorners. " .


